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FOREWORD 


The  purpose  of  the  National  Bank  of  Commerce  in 
JNTew  York  in  preparing  this  book  is  to  provide  for  its 
friends  and  customers,  in  as  usable  a  form  as  possible,  an 
authoritative  text  of  the  Federal  Revenue  laws  which  most 
vitally  concern  the  business  and  banking  world.  These 
laws  are  contained  in  the  War  Revenue  Act,  approved 
October  3,  1917,  and  in  the  newly  amended  Income  Tax 
Law  of  September  8,  1916.  The  bank  has  therefore  com- 
bined the  two  laws  in  this  book,  in  a  form  which  will  en- 
able the  reader  readily  to  determine  his  taxable  status 
from  an  authoritative  source. 

PART  I  of  the  book  contains  the  War  Revenue  Act, 
as  approved  by  the  President  on  October  3,  1917.  The 
importance  of  this  Act  to  the  commercial  and  financial 
world  can  hardly  be  over-emphasized.  Drawn  for  the 
purpose  of  providing  funds  for  the  prosecution  of  the 
War,  it  is  calculated  to  raise  for  1917,  in  addition  to  ordi- 
nary revenues,  about  $2,600,000,000. 

Consideration  of  the  Act  by  Congress  has  been  long. 
As  it  now  stands,  the  measure  is  a  compromise  of  the 
views  of  numerous  factions  and  interests — between  those 
who  advocate  the  "pay  as  you  go"  policy  and  those  who 
favor  reliance  on  bond  issues  as  a  policy  of  war  finances 
— between  those  who  demand  the  "conscription  of 
wealth"  and  those  who  are  alarmed  at  the  danger  of 
"frightening  capital." 

Of  the  taxes  imposed  by  the  War  Revenue  Act,  by 
far  the  most  important  are  the  War  Income  Tax  and 
the  War  Profits  Tax,  which  are  calculated  to  raise,  re- 
spectively, about  $842,000,000  and  $1,060,000,000. 
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The  War  Income  Tax  is  an  addition  to  the  existing 
Income  Tax.  Its  rates  do  not  supersede,  but  supple- 
ment, the  existing  income  tax  rates.  The  taxable  per- 
son therefore  must  take  account  both  of  the  war  income 
tax  rates  and  of  the  regular  rates  of  the  Income  Tax 
Law  of  September  8,  1916,  as  amended.  To  do  this 
conveniently,  readers  are  referred  to  Part  II  of  this 
book,  where  the  provisions  of  both  Acts  are  presented 
together. 

The  War  Profits  Tax,  on  the  other  hand,  super- 
sedes completely  the  Excess  Profits  Tax  approved 
March  3,  1917;  and  to  determine  his  liability  to  the  War 
Profits  Tax,  the  taxable  person  need  consider  only  the 
provisions  of  Title  II  of  the  War  Revenue  Act. 

The  Stamp  Taxes  imposed  by  Title  VIII  of  the 
War  Revenue  Act  demand  the  careful  attention  of  busi- 
ness men  and  bankers  generally.  Important  transactions 
such  as  the  issue  of  bonds  and  capital  stock  and  the  sale 
of  stock  and  of  produce  on  exchange  are  subject  to  these 
taxes.  Also,  important  commercial  instruments  such  as 
promissory  notes,  time  drafts,  conveyances,  powers  of 
attorney  and  proxies  are  included  in  the  Stamp  Tax 
Schedule.  The  Stamp  Tax  is  effective  December  1, 
1917. 

Title  XII  of  the  War  Revenue  Act  is  important  be- 
cause it  contains  some  very  comprehensive  amendments 
to  the  existing  Income  Tax  Law.  The  precise  effect  of 
the  new  amendment  is  pointed  out  in  the  marginal  notes 
printed  in  connection  with  the  text  of  the  amendments. 

PART  II  of  the  book  is  devoted  to  the  Income 
Tax  Law.  The  Act  of  September  8,  1916,  is  brought 
down  to  date  by  the  proper  insertion  of  all  amendments, 
and  is  supplemented  by  the  pertinent  sections  of  other 
Acts  which  relate  to  the  Income  Tax. 

As  has  already  been  pointed  out,  the  War  Revenue 
Act  affects  the  existing  Income  Tax  Law  in  a  number 
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of  particulars.  Title  I  of  the  War  Revenue  Act  im- 
poses for  the  duration  of  the  War  a  War  Income  Tax 
which  is  supplementary  or  additional  to  the  existing  tax. 

Title  X  of  the  War  Revenue  Act,  which  contains 
administrative  provisions,  contains  several  paragraphs 
which  modify  the  way  and  the  form  in  which  payments 
of  taxes  may  be  made. 

Finally,  Title  XII  of  the  War  Revenue  Act  amends 
the  old  law  in  many  exceedingly  important  particulars. 

Therefore,  the  Income  Tax  Law  of  September  8, 
1916,  has  been  printed  with  all  amendments  inserted  in 
their  proper  places.  An  authoritative  text  of  the  law  as 
it  now  stands  is  thus  provided. 

The  National  Bank  of  Commerce  in  New  York  will 
gladly  render  those  interested  all  possible  assistance  in 
connection  with  the  interpretation  of  these  laws. 
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PART  I 

War  Revenue  Act 

Approved  October  3,  1917 

The  War  Revenue  Act  levies 
taxes  which  seriously  affect 
every  individual  or  corpora- 
tion which  is  engaged  in  manu- 
facturing, commercial  or  finan- 
cial activities.  The  National 
Bank  of  Commerce  in  New 
York  presents  for  the  use  of  its 
friends  and  customers  the  com- 
plete text  of  the  Act  as  approved 
by  the  President  October  3, 
1917. 


WAR  REVENUE  ACT 


Approved  October  3,  1917 

(Public — No.  60 — 65th  Congress) 
(H.  R.  4280) 

An  Act  to  provide  revenue  to  defray  vrar  expenses,  and 
for  other  purposes. 

Be  it  enacted  by  the  Senate  and  House  of 
Representatives  of  the  United  States  of  America 
in  Congress  assembled. 

Title  I. — War  Income  Tax. 

Section  1.    That  in  addition  to  the  normal  ^^''^^^ 
tax  imposed  by  subdivision  (a)  of  section  one  of 
the  Act  entitled  "An  Act  to  increase  the  revenue, 
and  for  other  purposes,"  approved  September 
eighth,  nineteen  hundred  and  sixteen,  there  shall  be 
levied,  assessed,  collected,  and  paid  a  like  normal 
tax  of  two  per  centum  upon  the  income  of  every  Lrma^tax  Tf*T% 
individual,  a  citizen  or  resident  of  the  United  "^^^^Jduais 
States,  received  in  the  calendar  year  nineteen  hun- 
dred and  seventeen  and  every  calendar  year  there- 
after. 

Sec.  2.    That  in  addition  to  the  additional  tax  2.  supplementary 

iT«»         /t  \       n  •  /»         1     surtax  on  indi- 

imposed  by  subdivision  (b)  of  section  one  01  such  viduais 
Act  of  September  eighth,  nineteen  hundred  and 
sixteen,  there  shall  be  levied,  assessed,  collected, 
and  paid  a  like  additional  tax  upon  the  income 
of  every  individual  received  in  the  calendar  year 
nineteen  hundred  and  seventeen  and  every  calen- 
dar year  thereafter,  as  follows: 
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One  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $5,000  and 
does  not  exceed  $7,500; 

Two  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $7,500  and 
does  not  exceed  $10,000 ; 

Three  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$10,000  and  does  not  exceed  $12,500; 

Four  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $12,500  and 
does  not  exceed  $15,000; 

Five  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $15,000  and 
does  not  exceed  $20,000; 

Seven  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $20,000  and 
does  not  exceed  $40,000; 

Ten  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $40,000  and 
does  not  exceed  $60,000;  ^ 

Fourteen  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$60,000  and  does  not  exceed  $80,000; 

Eighteen  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$80,000  and  does  not  exceed  $100,000; 

Twenty-two  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$100,000  and  does  not  exceed  $150,000; 

Twenty-five  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$150,000  and  does  not  exceed  $200,000; 
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Thirty  per  centum  per  annum  upon  the  |2?S:JJSJ^So% 
amount  by  which  the  total  net  income  exceeds 
$200,000  and  does  not  exceed  $250,000; 

Thirty-four  per  centum  per  annum  upon  the  |3ao,ooo~34% 
amount  by  which  the  total  net  income  exceeds 
$250,000  and  does  not  exceed  $300,000; 

nil  •  .  .  J.1      $300,000  to 

Ihirty-seven  per  centum  per  annum  upon  the  $500,000—37% 
amount  by  which  the  total  net  income  exceeds 
$300,000  and  does  not  exceed  $500,000; 

Forty  per  centum  per  annum  upon  the  amount  I^Soiooo— 40% 
by  which  the  total  net  income  exceeds  $500,000  and 
does  not  exceed  $750,000; 

Forty-five  per  centum  per  annum  upon  the  |Iffl*ooIooo-45% 
amount  by  which  the  total  net  income  exceeds 
$750,000  and  does  not  exceed  $1,000,000; 


to 


Fifty  per  centum  per  annum  upon  the  amount  |5;SSJ;SSS_^5o% 
by  which  the  total  net  income  exceeds  $1,000,000. 

Sec.  3.  That  the  taxes  imposed  by  sections  J;^  ?r i^dmSuai^' 
one  and  two  of  this  Act  shall  be  computed,  levied, 
assessed,  collected,  and  paid  upon  the  same  basis  ^li*  ISHf 
and  in  the  same  manner  as  the  similar  taxes  im-  ^^^**  ^' 
posed  by  section  one  of  such  Act  of  September 
eighth,  nineteen  himdred  and  sixteen,  except  that 
in  the  case  of  the  tax  imposed  by  section  one  of 
this  Act  (a)  the  exemptions  of  $3,000  and  $4,000  personal 
provided  in  section  seven  of  such  Act  of  Septem-  ***** 
ber  eighth,  nineteen  hundred  and  sixteen,  as 
amended  by  this  Act,  shall  be,  respectively,  $1,000 
and  $2,000,  and  (b)  the  returns  required  under  Returns 
subdivisions  (b)  and  (c)  of  section  eight  of  such 
Act,  as  amended  by  this  Act,  shall  be  required  in 
the  case  of  net  incomes  of  $1,000  or  over,  in  the  case  unmarried  person 

.     T  1  •        1  $1,000 

of  unmarried  persons,  and  $2,000  or  over  m  the  case  ^l^^^^^^  p®'^"'* 
of  married  persons,  instead  of  $3,000  or  over,  as 
therein  provided,  and  (c)  the  provisions  of  sub- 
division   (c)    of  section  nine  of  such  Act,  as 
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VVlthhoIding  on 

obligratioDS  contain- 
ing a  "tax  free" 
clause 


Does  not  apply  to 

supplementary 

war  income  tax  of 

2%  imtil  Jan.  1, 

1918 


Only  one  2%  tax 
shall  be  withheld 
at  source 


4.  Supplementary 
war  income  tax  on 
corporations. 


Rate  4% 


Baflis  same  as 
under  Act  of 
Sept.  8,  1016 


amended  by  this  Act,  requiring  the  normal  tax  of 
individuals  on  income  derived  from  interest  to  be 
deducted  and  withheld  at  the  source  of  the  income^ 
shall  not  apply  to  the  new  two  per  centum  normal 
tax  prescribed  in  section  one  of  this  Act  until  on 
and  after  January  first,  nineteen  hundred  and 
eighteen,  and  thereafter  only  one  two  per  centum 
normal  tax  shall  be  deducted  and  withheld  at  the 
source  under  the  provisions  of  such  subdivision 
(c),  and  any  further  normal  tax  for  which  the 
recipient  of  such  income  is  liable  under  this  Act 
or  such  Act  of  September  eighth,  nineteen  hun- 
dred and  sixteen,  as  amended  by  this  Act,  shall  be 
paid  by  such  recipient. 

Sec.  4.  That  in  addition  to  the  tax  imposed 
by  subdivision  (a)  of  section  ten  of  such  Act  of 
September  eighth,  nineteen  hundred  and  sixteen, 
as  amended  by  this  Act,  there  shall  be  levied,  as- 
sessed, collected,  and  paid  a  like  tax  of  four  per 
centum  upon  the  income  received  in  the  calendar 
year  nineteen  hundred  and  seventeen  and  every 
calendar  year  thereafter,  by  every  corporation, 
joint-stock  company  or  association,  or  insurance 
company,  subject  to  the  tax  imposed  by  ttiat  sub- 
division of  that  section,  except  that  if  it  has  fixed 
its  own  fiscal  year,  the  tax  imposed  by  this  section 
for  the  fiscal  year  ending  during  the  calendar  year 
nineteen  hundred  and  seventeen  shall  be  levied,  as- 
sessed, collected,  and  paid  only  on  that  proportion 
of  its  income  for  such  fiscal  year  which  the  period 
between  January  first,  nineteen  himdred  and  seven- 
teen, and  the  end  of  such  fiscal  year  bears  to  the 
whole  of  such  fiscal  year. 

The  tax  imposed  by  this  section  shall  be  com- 
puted, levied,  assessed,  collected,  and  paid  upon  the 
same  incomes  and  in  the  same  manner  as  the  tax 
imposed  by  subdivision  (a)  of  section  ten  of  such 
Act  of  September  eighth,  nineteen  hundred  and 
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sixteen,  as  amended  by  this  Act,  except  that  for  ^^^'^^'-^ 

the  purpose  of  the  tax  imposed  by  this  section  the 

income  embraced  in  a  return  of  a   corporation,  Dividends  received 

joint-stock  company  or  association,  or  insurance  SSome^  o*T?irpora- 

company,  shall  be  credited  with  the  amount  re- 

ceived  as  dividends  upon  the  stock  or  from  the 

net  earnings  of  any  other  corporation,  joint-stock 

company  or  association,  or  insurance  company, 

which  is  taxable  upon  its  net  income  as  provided  in 

this  title. 

Sec.  5.  That  the  provisions  of  this  title  shall  Porto  rico  and 
not  extend  to  Porto  Rico  or  the  Philippine  Islands,  SioSS^irrd^es  not 
and  the  Porto  Rican  or  Philippine  Legislature  ^^^^^ 
shall  have  power  by  due  enactment  to  amend,  alter, 
modify,  or  repeal  the  income  tax  laws  in  force  in 
Porto  Rico  or  the  Philippine  Islands,  respectively. 


War  excess 
profits  tax 


1.  Definitions 
"Corporation" 


Title  II. — War  Excess  Profits  Tax. 

Sec.  200.   That  when  used  in  this  title — 

The  term  "corporation"  includes  joint-stock 
companies  or  associations  and  insurance  companies ; 

The  term  "domestic"  means  created  under  the 
law  of  the  United  States,  or  of  any  State,  Territory,  "Domestic' 
or  District  thereof,  and  the  term  "foreign"  means 
created  under  the  law  of  any  other  possession  of 
the  United  States  or  of  any  foreign  country  or 
government ; 

The  term  "United  States"  means  only  the 
states,  the  territories  of  Alaska  and  Hawaii,  and 
the  District  of  Columbia ; 

The  term  "taxable  year"  means  the  twelve 
months  ending  December  thirty-first,  excepting  in 
the  case  of  a  corporation  or  partnership  which  has 
fixed  its  own  fiscal  year,  in  which  case  it  means  such 
fiscal  year.  The  first  taxable  year  shall  be  the  year  y^^^" 
ending  December  thirty-first,  nineteen  hundred  and 
seventeen,  except  that  in  the  case  of  a  corporation 
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'United  States' 


Taxable  year" 


Fiscal  year" 
First  taxable 
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or  partnership  which  has  fixed  its  own  fiscal  year, 
it  shall  be  the  fiscal  year  ending  during  the  calen- 
dar year  nineteen  hundred  and  seventeen.  If  a 
corporation  or  partnership,  prior  to  March  first, 
nineteen  hundred  and  eighteen,  makes  a  return 
covering  its  own  fiscal  year,  and  includes  therein 
the  income  received  during  that  part  of  the  fiscal 
year  falling  within  the  calendar  year  nineteen  hun- 
dred and  sixteen,  the  tax  for  such  taxable  year 
shall  be  that  proportion  of  the  tax  computed  upon 
the  net  income  during  such  full  fiscal  year  which 
the  time  from  January  first,  nineteen  hundred  and 
seventeen,  to  the  end  of  such  fiscal  year  bears  to 
the  full  fiscal  year;  and 

The  term  "prewar  period"  means  the  calendar 
years  nineteen  hundred  and  eleven,  nineteen  hun- 
dred and  twelve,  and  nineteen  hundred  and  thir- 
teen, or,  if  a  corporation  or  partnership  was  not 
in  existence  or  an  individual  was  not  engaged  in  a 
trade  or  business  during  the  whole  of  such  period, 
then  as  many  of  such  years  during  the  whole  of 
which  the  corporation  or  partnership  was  in  exist- 
ence or  the  individual  was  engaged  in  the  trade  or 
business. 

The  terms  "trade"  and  "business"  include 
professions  and  occupations. 

The  term  "net  income"  means  in  the  case  of 
a  foreign  corporation  or  partnership  or  a  nonresi- 
dent alien  individual,  the  net  income  received  from 
sources  within  the  United  States. 

Sec.  201.  That  in  addition  to  the  taxes  under 
existing  law  and  under  this  Act  there  shall  be  levied, 
assessed,  collected,  and  paid  for  each  taxable  year 
upon  the  income  of  every  corporation,  partnership, 
or  individual,  a  tax  (hereinafter  in  this  title  re- 
ferred to  as  the  tax)  equal  to  the  following  per- 
centages of  the  net  income: 
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Twenty  per  centum  of  the  amount  of  the  net  ItllaToT 
income  in  excess  of  the  deduction  (determined  as 
hereinafter  provided)  and  not  in  excess  of  fifteen 
per  centum  of  the  invested  capital  for  the  taxable 
year; 

15%  to  20%  excess 

Twenty-five  per  centum  of  the  amount  of  the  p"""***"  ^^""^^  ^^'^^ 
net  income  in  excess  of  fifteen  per  centum  and  not 
in  excess  of  twenty  per  centum  of  such  capital; 

20%   to  25% 

Thirty-five  per  centum  of  the  amount  of  the  IT^^;^  p'*^^** 
net  income  in  excess  of  twenty  per  centum  and  not 
in  excess  of  twenty-five  per  centum  of  such  capital;  25%  to  33% 

excess  profits  taxed 

Forty-five  per  centum  of  the  amount  of  the  net 
income  in  excess  of  twenty-five  per  centum  and 
not  in  excess  of  thirty-three  per  centum  of  such 
capital;  and 

n     -I  Over  33%  excess 

Sixty  per  centum  of  the  amoxmt  of  the  net  p'«flts  t^^^d  6o% 
income  in  excess  of  thirty-three  per  centum  of  such 
capital. 

3.    All  activities  of 

For  the  purpose  of  this  title  every  corpora-  ^ZZlrlX  deemed 
tion  or  partnership  not  exempt  under  the  provi-  *  "single  business" 
sions  of  this  section  shall  be  deemed  to  be  engaged 
in  business,  and  all  the  trades  and  businesses  in 
which  it  is  engaged  shall  be  treated  as  a  single 
trade  or  business,  and  all  its  income  from  whatever 
source  derived  shall  be  deemed  to  be  received  from 
such  trade  or  business. 

This  title  shall  apply  to  all  trades  or  businesses  *•  ^^y^  applies  to 

n      t  1  ••11  •  1  every  busmess 

of  whatever  description,  whether  continuously  car- 
ried on  or  not,  except   Except: 

(a)  In  the  case  of  officers  and  employees 

under  the  United  States,  or  any  State,  Territory,  or  Government 

the  District  of  Columbia,  or  any  local  subdivision  officials 
thereof,  the  compensation  or  fees  received  by  them 

as  such  officers  or  employees;  exlnJS'under 

(b)  Corporations  exempt  from  tax  under  the 
provisions  of  section  eleven  of  Title  I  of  such  Act  engaged* bi "amc 

business 
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of  September  eighth,  nineteen  hundred  and  sixteen, 
as  amended  by  this  Act,  and  partnerships  and  in- 
dividuals carrying  on  or  doing  the  same  business, 
or  coming  within  the  same  description;  and 

ic)  Incomes  from  (c)  lucomcs  dcrfvcd  from  the  business  of 

weekly  premium  ,^    \  ,  ,  •   •  i  •       i  • 

payment  insurance  lite,  health,  aud  accidcnt  msuraucc  combmed  m  one 
policy  issued  on  the  weekly  premium  payment 
plan. 

F^reTgn^Torporations  That  thc  tax  shall  not  be  imposed 

or  non-resident       in  thc  casc  of  thc  tradc  or  business  of  a  foreim  cor- 

auens  whose  mcome  ,  ■  i  •  •  -i  -T.  . 

Is  less  than  $3,000  poratiou  or  partnership  or  a  nonresident  alien  in- 
dividual, the  net  income  of  which  trade  or  business 
during  the  taxable  year  is  less  than  $3,000. 

5.  Deduction  from  Sec.  203.    That  for  thc  purposes  of  this  title 

war  excess  profits,  it..  in-i  /.n  .  .1 

how  to  determine  thc  dcductiou  shall  bc  as  follows,  except  as  other- 
wise in  this  title  provided — 

<a)  Domestic  (a)  In  the  case  of  a  domestic  corporation,  the 

sum  of  (1)  an  amount  equal  to  the  same  percentage 
of  the  invested  capital  for  the  taxable  year  which 
the  average  amount  of  the  annual  net  income  of  the 
trade  or  business  during  the  prewar  period  was 
of  the  invested  capital  for  the  prewar  period  (but 
not  less  than  seven  or  more  than  nine  per  centum 
of  the  invested  capital  for  the  taxable  ^ear),  and 
(2)  $3,000; 

nel-8hipTr*cmz?n"  ^^^^      ^  domcstic  partnership  or 

resident  of  v^s?  of  Si  citizcu  or  rcsidcnt  of  the  United  States,  the 
sum  of  (1)  an  amount  equal  to  the  same  percent- 
age of  the  invested  capital  for  the  taxable  year 
which  the  average  amount  of  the  annual  net  income 
of  the  trade  or  business  during  the  prewar  period 
was  of  the  invested  capital  for  the  prewar  period 
(but  not  less  than  seven  or  more  than  nine  per 
centum  of  the  invested  capital  for  the  taxable  year) , 
and  (2)  $6,000; 

(c)  Foreign  corpora-  (c)  In  thc  casc  of  a  forcigu  corporation  or 
w  nonrerident*"au*rn  partucrship  or  of  a  nonrcsidcnt  alien  individual,  an 
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amount  ascertained  in  the  same  manner  as  provided 
in  subdivisions  (a)  and  (b),  without  any  exemp- 
tion of  $3,000  or  $6,000. 

(d)  If  the  Secretary  of  the  Treasury  is  Ife^Z'^'ZZV^''' 
unable  satisfactorily  to  determine  the  average  JermtaeS* 
amount  of  the  annual  net  income  of  the  trade  or 
business  during  the  prewar  period,  the  deduction 
shall  be  determined  in  the  same  manner  as  provided 
in  section  two  hundred  and  five. 

Sec.  204.    That  if  a  corporation  or  partner-  p^nVr^xIsteLe 
ship  was  not  in  existence,  or  an  individual  was  not  trade  in 
engaged  in  the  trade  or  business,  during  the  whole  ^^"^""^ 
of  any  one  calendar  year  during  the  prewar 
period,  the  deduction  shall  be  an  amount  equal  to 
eight  per  centum  of  the  invested  capital  for  the 
taxable  year,  plus  in  the  case  of  a  domestic  cor- 
poration $3,000,  and  in  the  case  of  a  domestic 
partnership  or  a  citizen  or  resident  of  the  United 
States  $6,000. 


or  individual  not  in 
prewar 


Where  business  is  a 
reorganization  or 
continuation  of  one 
in  existence  during 


A  trade  or  business  carried  on  by  a  corpora- 
tion, partnership,  or  individual,  although  formally 
organized  or  reorganized  on  or  after  January  sec-  p^®^^'  p**"^*** 
ond,  nineteen  hundred  and  thirteen,  which  is  sub- 
stantially a  continuation  of  a  trade  or  business  car- 
ried on  prior  to  that  date,  shall,  for  the  purpose 
of  this  title,  be  deemed  to  have  been  in  existence 
prior  to  that  date,  and  the  net  income  and  invested 
capital  of  its  predecessor  prior  to  that  date  shall 
be  deemed  to  have  been  its  net  income  and  invested 
capital. 

Sec.  205.  (a)  That  if  the  Secretary  of  the  Sed^'n^'nlT in 
Treasury,  upon  complaint  finds  either  (1)  thatdur-  p?S^a?*Jwi^od 
ing  the  prewar  period  a  domestic  corporation  or 
partnership,  or  a  citizen  or  resident  of  the  United 
States,  had  no  net  income  from  the  trade  or  busi- 
ness, or  (2)  that  during  the  prewar  period  the  per- 
centage, which  the  net  income  was  of  the  invested 
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Where  net  income  capital  WES  low  as  comparcd  with  the  percentage, 
dSSng  pr*iww  ^""^  which  the  net  income  during  such  period  of  repre- 
p"Sd  sentative  corporations,  partnerships,  and  individ- 

uals, engaged  in  a  like  or  similar  trade  or  business, 
was  of  their  invested  capital,  then  the  deduction 
shall  be  the  sum  of  (1)  an  amount  equal  to  the 
same  percentage  of  its  invested  capital  for  the  tax- 
able year  which  the  average  deduction  (determined 
in  the  same  manner  as  provided  in  section  two 
hundred  and  three,  without  including  the  $3,000 
or  $6,000  therein  referred  to)  for  such  year  of 
representative  corporations,  partnerships,  or  indi- 
viduals, engaged  in  a  like  or  similar  trade  or  busi- 
ness, is  of  their  average  invested  capital  for  such 
year,  plus  (2)  in  the  case  of  a  domestic  corpora- 
tion $3,000,  and  in  the  case  of  a  domestic  partner- 
ship or  a  citizen  or  resident  of  the  United  States 
$6,000. 

Deductible  percent-  ^1  i  •  i     ii  •    •  n 

age  to  be  determined        ihc  pcrccntage  which  thc  uct  income  was  of 

by  Commissioner  of.-i.  ,     f  iii  i*  in 

Internal  Revenue  thc  mvcsted  Capital  lu  cach  tradc  or  business  shall 
be  determined  by  the  Commissioner  of  Internal 
Revenue,  in  accordance  with  regulations  prescribed 
by  him,  with  the  approval  of  the  Secretary  of  the 
Treasury.  In  the  case  of  a  corporation  or  partner- 
ship which  has  fixed  its  own  fiscal  year,  the  per- 
centage determined  for  the  calendar  year  ending 
during  such  fiscal  year  shall  be  used. 

tax.^blBi^'"*"*  (b)  The  tax  shall  be  assessed  upon  the  basis 

of  the  deduction  determined  as  provided  in  section 
two  hundred  and  three,  but  the  taxpayer  claim- 
ing the  benefit  of  this  section  may  at  the  time  of 
making  the  return  file  a  claim  for  abatement  of 
the  amount  by  which  the  tax  so  assessed  exceeds 
a  tax  computed  upon  the  basis  of  the  deduction 
determined  as  provided  in  this  section.  In  such 
Claim  for  abatement  ^^cut,  coUcctiou  of  thc  part  of  thc  tax  covcrcd  by 
of  tax  such  claim  for  abatement  shall  not  be  made  until 

the  claim  is  decided,  but  if  in  the  judgment  of  the 
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Commissioner  of  Internal  Revenue,  the  interests 
of  the  United  States  would  be  jeopardized  thereby 
he  may  require  the  claimant  to  give  a  bond  in  such  wMch^abatemen?  u 
amount  and  with  such  sureties  as  the  Commissioner 
may  think  wise  to  safeguard  such  interests,  con- 
ditioned for  the  payment  of  any  tax  found  to  be 
due,  with  the  interest  thereon,  and  if  such  bond, 
satisfactory  to  the  Commissioner,  is  not  given 
within  such  time  as  he  prescribes,  the  full  amount  Bond  for  claimant 
of  tax  assessed  shall  be  collected  and  the  amount 
overpaid,  if  any,  shall  upon  final  decision  of  the 
application  be  refunded  as  a  tax  erroneously  or 
illegally  collected. 

Sec.  206.    That  for  the  purposes  of  this  title  7.  how  to  deter- 

,.  n  .•1111  .'I   ™»ne  net  income  of 

the  net  mcome  01  a  corporation  shall  be  ascertamed  »  corporation 

and  returned  (a)  for  the  calendar  years  nineteen 

hundred  and  eleven  and  nineteen  hundred  and  ,  ,  ^  ^ 

1       .  1    .      .1  (a)  For  1911  and 

twelve  upon  the  same  basis  and  m  the  same  man- 
ner  as  provided  in  section  thirty-eight  of  the  Act 
entitled  "An  Act  to  provide  revenue,  equalize 
duties,  and  encourage  the  industries  of  the  United 
States,  and  for  other  purposes,"  approved  August 
fifth,  nineteen  hundred  and  nine,  except  that  in- 
come taxes  paid  by  it  within  the  year  imposed  by 
the  authority  of  the  United  States  shall  be  included; 
(b)  for  the  calendar  year  nineteen  hundred  and 
thirteen  upon  the  same  basis  and  in  the  same  man- 
ner as  provided  in  section  2  of  the  Act  entitled 
"An  Act  to  reduce  tariff  duties  and  to  provide 
revenue  for  the  Government,  and  for  other  pur- 
poses," approved  October  third,  nineteen  hundred 
and  thirteen,  except  that  income  taxes  paid  by  it 
within  the  year  imposed  by  the  authority  of  the 
United  States  shall  be  included,  and  except  that 
the  amounts  received  by  it  as  dividends  upon  the 
stock  or  from  the  net  earnings  of  other  corpora- 
tions, joint-stock  companies  or  associations,  or  in-  (b)  For  1913 
surance  companies,  subject  to  the  tax  imposed  by 
section  II  of  such  Act  of  October  third,  nineteen 
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yei/"'  hundred  and  thirteen,  shall  be  deducted;  and  (c) 

for  the  taxable  year  upon  the  same  basis  and  in 
the  same  manner  as  provided  in  Title  I  of  the  Act 
entitled  "An  Act  to  increase  the  revenue,  and  for 
other  purposes,"  approved  September  eighth,  nine- 
teen hundred  and  sixteen,  as  amended  by  this  Act, 
except  that  the  amounts  received  by  it  as  dividends 
upon  the  stock  or  from  the  net  earnings  of  other 
corporations,  joint-stock  companies  or  associations, 
or  insurance  companies,  subject  to  the  tax  imposed 
by  Title  I  of  such  Act  of  September  eighth,  nine- 
teen hundred  and  sixteen,  shall  be  deducted. 

8.  How  to  deter-  Thc  nct  lucomc  of  a  partnership  or  individual 

mine  net  income  for     ^     ^^  t  ,•       t  i        ,  i    a        ti  i  i 

partnersiiip  or  in-  shall  bc  ascertaincd  and  returned  for  the  calendar 
years  nineteen  hundred  and  eleven,  nineteen  hun- 
dred and  twelve,  and  nineteen  hundred  and  thir- 
teen, and  for  the  taxable  year,  upon  the  same  basis 
and  in  the  same  manner  as  provided  in  Title  I  of 
such  Act  of  September  eighth,  nineteen  hundred 
and  sixteen,  as  amended  by  this  act,  except  that 
the  credit  allowed  by  subdivision  (b)  of  section 
five  of  such  Act  shall  be  deducted.  There  shall 
be  allowed  (a)  in  the  case  of  a  domestic  partner- 
ship the  same  deductions  as  allowed  to  individuals 
in  subdivision  (a)  of  section  five  of  ?uch  Act  of 
September  eighth,  nineteen  hundred  and  sixteen, 
as  amended  by  this  Act;  and  (b)  in  the  case  of  a 
foreign  partnership  the  same  deductions  as  allowed 
to  individuals  in  subdivision  (a)  of  section  six 
of  such  Act  as  amended  by  this  Act. 

?or  *co?Sora«on*^*^        Sec.  207.    That  as  used  in  this  title  the  term 
How  averaged        "invcstcd  Capital"  for  any  year  means  the  aver- 
age invested  capital  for  the  year,  as  defined  and 
limited  in  this  Title,  averaged  monthly. 

Doe.  not  include  uscd  III  this  Title  "iuvcstcd  capital"  does 

not  include  stocks,  bonds  (other  than  obligations 
of  the  United  States),  or  other  assets,  the  income 
from  which  is  not  subject  to  the  tax  imposed  by 
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this  Title,  nor  money  or  other  property  borrowed^ 
and  means,  subject  to  the  above  limitations: 

(a)  In  the  case  of  a  corporation  or  partner- 
ship:    (1)  Actual  cash  paid  in,  (2)  the  actual  cash  ^Sidl^*"^' 
value  of  tangible  property  paid  in  other  than  cash,  (b)  Actual  cash 
for  stock  or  shares  in  such  corporation  or  partner-  p^iperty**"^'**^^ 
ship,  at  the  time  of  such  payment  (but  in  case 
such  tangible  property  was  paid  in  prior  to  Janu- 
ary first,  nineteen  hundred  and  fourteen,  the  actual 
cash  value  of  such  property  as  of  January  first, 
nineteen  hundred  and  fourteen,  but  in  no  case  to 
exceed  the  par  value  of  the  original  stock  or  shares 
specifically  issued  therefor),  and  (3)  paid  m  or  earned*  surplus  em- 
earned  surplus  and  undivided  profits  used  or  em-  ^^''^^^  *°  busine«« 
ployed  in  the  business,  exclusive  of  undivided 
profits  earned  during  the  taxable  year:  Provided, 
that  (a)  the  actual  cash  value  of  patents  and  copy- 
rights paid  in  for  stock  or  shares  in  such  corpora-  Patents  and 
tion  or  partnership,  at  the  time  of  such  payment, 
shall  be  included  as  invested  capital,  but  not  to 
exceed  the  par  value  of  such  stock  or  shares  at 
the  time  of  such  payment,  and  (b)  the  ffood  will,        wm  trade 

-11  t        tn  t'  n  marks  and  fran- 

trade  marks,  trade  brands,  the  iranchise  of  a  cor-  «i*ise8 
poration  or  partnership,  or  other  intangible  prop- 
erty, shall  be  included  as  invested  capital  if  the 
corporation  or  partnership  made  payment  bona  fide 
therefor  specifically  as  such  in  cash  or  tangible 
property,  the  value  of  such  good  will,  trade-mark, 
trade  brand,  franchise,  or  intangible  property,  not 
to  exceed  the  actual  cash  or  actual  cash  value  of 
the  tangible  property  paid  therefor  at  the  time  of 
such  payment;  but  good  will,  trade-marks,  trade 
brands,  franchise  of  a  corporation  or  partnership, 
or  other  intangible  property,  bona  fide  purchased, 
prior  to  March  third,  nineteen  hundred  and  seven- 
teen, for  and  with  interests  or  shares  in  a  partner- 
ship or  for  and  with  shares  in  the  capital  stock  of 
a  corporation  (issued  prior  to  March  third,  nine- 
teen hundred  and  seventeen),  in  an  amount  not  to 

21 


WAR  REVENUE  ACT 


exceed,  on  March  third,  nineteen  hundred  and 
seventeen,  twenty  per  centum  of  the  total  interests 
or  shares  in  the  partnership  or  of  the  total  shares 
of  the  capital  stock  of  the  corporation,  shall  be  in- 
cluded in  invested  capital  at  a  value  not  to  exceed 
the  actual  cash  value  at  the  time  of  such  purchase, 
and  in  case  of  issue  of  stock  therefor  not  to  exceed 
the  par  value  of  such  stock; 

toed  f o?^todiv?duai8  ^^^^  individual,  (1)  actual 

(1)  Cash  paid  in      cash  paid  into  the  trade  or  business,  and  (2)  the 
tangible  property     actual  cash  value  of  tangible  property  paid  into 
the  trade  or  business,  other  than  cash,  at  the  time 
of  .such  payment  (but  in  case  such  tangible  prop- 
erty was  paid  in  prior  to  January  first,  nineteen 
^  ^    ,    ,     hundred  and  fourteen,  the  actual  cash  value  of  such 

(3)  Cash  value  of  • 

patents,  copyrights,  propcrtv  as  01  J  auuarv  first,  nmeteen  hundred  and 

STOOQ,  Will   duo.  otiicr  j-         •/  */ 

intangible  property  fourtccn) ,  aud  (3)  thc  actual  cash  value  of  patents, 
copyrights,  good  will,  trade  marks,  trade  brands, 
franchises,  or  other  intangible  property,  paid  into 
the  trade  or  business,  at  the  time  of  such  pay- 
ment, if  payment  was  made  therefor  specifically 
as  such  in  cash  or  tangible  property,  not  to  exceed 
the  actual  cash  or  actual  cash  value  of  the  tangible 
property  bona  fide  paid  therefor  at  the  time  of 
such  payment. 

^ned  fo^'foiei^'''  t^c  casc  of  Si  forcign  corporation  or  part- 

Selrship"^?  non-^resi-  Hcrship  or  of  &  nonrcsidcnt  alien  individual  the 
dent  alien  tcpm  "iuvcstcd  Capital"  means  that  proportion  of 

the  entire  invested  capital,  as  defined  and  limited 
in  this  Title,  which  the  net  income  from  sources 
within  the  United  States  bears  to  the  entire  net 
income. 

o^'  ch?ngTo/'otnT.  Sec.  208.  That  in  case  of  the  reorganization, 
JSn/reguialhjn?  ^'  cousolidatiou,  or  change  of  ownership  of  a  trade  or 
business  after  March  third,  nineteen  hundred  and 
seventeen,  if  an  interest  or  control  in  such  trade 
or  business  of  fifty  per  centum  or  more  remains 
in  control  of  the  same  persons,  corporations,  asso- 
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ciations,  partnerships,  or  any  of  them,  then  in  ascer- 
having  no  invested  capital  or  not  more  than  a  nomi- 
ness  no  asset  transferred  or  received  from  the  prior 
trade  or  business  shall  be  allowed  a  greater  value 
than  would  have  been  allowed  under  this  Title  in 
computing  the  invested  capital  of  such  prior  trade 
or  business  if  such  asset  had  not  been  so  transferred 
or  received,  unless  such  asset  was  paid  for  specifi- 
cally as  such,  in  cash  or  tangible  property,  and  then 
not  to  exceed  the  actual  cash  or  actual  cash  value 
of  the  tangible  property  paid  therefor  at  the  time  of 
such  payment. 

Sec.  209.    That  in  case  of  a  trade  or  business  13.  Business  with 
having  no  invested  capital  or  not  more  than  a  nomi-  ^^^^^^^ 
nal  capital  there  shall  be  levied,  assessed,  collected, 
and  paid,  in  addition  to  the  taxes  under  existing 
law  and  under  this  act,  in  lieu  of  the  tax  imposed  Tax  of  8%  on  net 
by  section  two  hundred  and  one,  a  tax  equiva- 
lent  to  eight  per  centum  of  the  net  income  of  such 
trade  or  business,  in  excess  of  the  following  deduc-  Deduction  allowed 
tions:    In  the  case  of  a  domestic  corporation,  domestS'**'**"' 
$3,000,  and  in  the  case  of  a  domestic  partnership.  Individuals,  resident 
or  a  citizen  or  resident  of  the  United  States,  $6,000, 

-       _  T  11  Foreign  corporations 

m  the  case  oi  all  other  trades  or  busmess,  no  deduc-  nonresident 

,  ahens 

tion. 

Sec.  210.  That  if  the  Secretary  of  the  Treas-  ^Vhere  invested 
ury  is  unable  in  any  case  satisfactorily  to  determine  detlrmi^ed""* 
the  invested  capital,  the  amount  of  the  deduction 
shall  be  the  sum  of  (1)  an  amount  equal  to  the 
same  proportion  of  the  net  income  of  the  trade 
or  business  received  during  the  taxable  year  as  the 
proportion  which  the  average  deduction  (deter- 
mined in  the  same  manner  as  provided  in  section 
two  hundred  and  three,  without  including  the 
$3,000  or  $6,000  therein  referred  to)  for  the  same 
calendar  year  of  representative  corporations,  part- 
nerships, and  individuals,  engaged  in  a  like  or  simi- 
lar trade  or  business,  bears  to  the  total  net  income 
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1 4.    Deduction  and 
net  income,  propor- 
tion between  to  be 
determined  by 
Commissioner 


16.  Returns  by  for- 
eig:n  partnerships  or 
individuals 


17.    Extension  of 
administrative  laws 
to  this  act 


of  the  trade  or  business  received  by  such  corpora- 
tions, partnerships,  and  individuals,  plus  (2)  in  the 
case  of  a  domestic  corporation  $3,000,  and  in  the 
case  of  a  domestic  partnership  or  a  citizen  or  resi- 
dent of  the  United  States  $6,000. 

For  the  purpose  of  this  section  the  proportion 
between  the  deduction  and  the  net  income  in  each 
trade  or  business  shall  be  determined  by  the  Com- 
missioner of  Internal  Revenue  in  accordance  with 
regulations  prescribed  by  him,  with  the  approval  of 
the  Secretary  of  the  Treasury.  In  the  case  of  a 
corporation  or  partnership  which  has  fixed  its  own 
fiscal  year,  the  proportion  determined  for  the  calen- 
dar year  ending  during  such  fiscal  year  shall  be 
used. 

Sec.  211.  That  every  foreign  partnership 
having  a  net  income  of  $3,000  or  more  for  the  tax- 
able year,  and  every  domestic  partnership  having 
a  net  income  of  $6,000  or  more  for  the  taxable 
year,  shall  render  a  correct  return  of  the  income 
of  the  trade  or  business  for  the  taxable  year,  set- 
ting forth  specifically  the  gross  income  for  such 
year,  and  the  deductions  allowed  in  this  Title. 
Such  returns  shall  be  rendered  at  the  same  time 
and  in  the  same  manner  as  is  prescribed  for  income- 
tax  returns  under  Title  I  of  such  Act  of  Septem- 
ber eighth,  nineteen  hundred  and  sixteen,  as 
amended  by  this  Act. 

Sec.  212.  That  all  administrative,  special, 
and  general  provisions  of  law,  including  the  laws  in 
relation  to  the  assessment,  remission,  collection, 
and  refund  of  internal-revenue  taxes  not  hereto- 
fore specifically  repealed,  and  not  inconsistent  with 
the  provisions  of  this  Title  are  hereby  extended 
and  made  applicable  to  all  the  provisions  of  this 
Title  and  to  the  tax  herein  imposed,  and  all  provi- 
sions of  Title  I  of  such  Act  of  September  eighth, 
nineteen  hundred  and  sixteen,  as  amended  by  this 
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Act,  relating  to  returns  and  payment  of  the  tax 
therein  imposed,  including  penalties,  are  hereby 
made  applicable  to  the  tax  imposed  by  this  Title. 

Sec.  213.  That  the  Commissioner  of  Internal  J^- ^^^HeceLTr, 
Revenue,  with  the  approval  of  the  Secretary  of  the  regulations 
Treasury,  shall  make  all  necessary  regulations  for 
carrying  out  the  provisions  of  this  Title,  and  may 
require  any  corporation,  partnership,  or  individual, 
subject  to  the  provisions  of  this  Title,  to  furnish 
him  with  such  facts,  data,  and  information  as  in 
his  judgment  are  necessary  to  collect  the  tax  im- 
posed by  this  Title. 

Sec.  214.  That  Title  2  (sections  two  hun-  JL^Sxax^of 
dred  to  two  hundred  and  seven,  inclusive)  of  ^' 
the  Act  entitled  "An  Act  to  provide  increased  reve- 
nue to  defray  the  expenses  of  the  increased  appro- 
priations for  the  Army  and  Navy,  and  the  exten- 
sions of  fortifications,  and  for  other  purposes,"  ap- 
proved March  third,  nineteen  hundred  and  seven- 
teen, is  hereby  repealed. 

A  A.  1         1.   J*  1  n±.  *  1  Taxes  paid  under 

Any  amount  heretofore  or  hereafter  paid  on  law  of  March  3,  wn, 
account  of  the  tax  imposed  by  such  Title  2,  shall  war"?  wlJ^ext^ss**' 
be  credited  toward  the  payment  of  the  tax  imposed  ^"^"^^^  ^^'^ 
by  this  Title,  and  if  the  amount  so  paid  exceeds 
the  amount  of  such  tax  the  excess  shall  be  refunded 
as  a  tax  erroneously  or  illegally  collected. 

Subdivision  (1)  of  section  three  hundred  ^^^^unmom 
and  one  of  such  Act  of  September  eighth,  nineteen  lowered  to  10% 
hundred  and  sixteen,  is  hereby  amended  so  that  the 
rate  of  tax  for  the  taxable  year  nineteen  hundred 
and  seventeen  shall  be  ten  per  centum  instead  of 
twelve  and  one-half  per  centum,  as  therein  pro- 
vided. 

Subdivision  (2)  of  such  section  is  hereby 
amended  to  read  as  follows: 

Munitions  manufac- 

"(2)  This  section  shall  cease  to  be  of  effect  tive  after  Jan.  1, 
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on  and  after  January  first,  nineteen  hundred  and 
eighteen.'* 


Title  III. — War  Tax  on  Eeyerages. 


War  Tax  on 
Beverages 


1.    DistiUed  spirits 


Tax  rate 


Perfumes  containing 
distilled  spirits, 
tax  on 


rrobibitions  of  im- 
ports of  distilled 
spirits 


Sec.  300.  That  on  and  after  the  passage  of 
this  Act  there  shall  be  levied  and  collected  on  all 
distilled  spirits  in  bond  at  that  time  or  that  have 
been  or  that  may  be  then  or  thereafter  produced  in 
or  imported  into  the  United  States,  except  such 
distilled  spirits  as  are  subject  to  the  tax  provided 
in  section  three  hundred  and  three,  in  addition  to 
the  tax  now  imposed  by  law,  a  tax  of  $1.10  (or,  if 
withdrawn  for  beverage  purposes  or  for  use  in  the 
manufacture  or  production  of  any  article  used  or 
intended  for  use  as  a  beverage,  a  tax  of  $2.10)  on 
each  proof  gallon,  or  wine  gallon  when  below  proof, 
and  a  proportionate  tax  at  a  Hke  rate  on  all  frac- 
tional parts  of  such  proof  or  wine  gallon,  to  be 
paid  by  the  distiller  or  importer  when  withdrawn, 
and  collected  under  the  provisions  of  existing  law. 

That  in  addition  to  the  tax  under  existing  law 
there  shall  be  levied  and  collected  upon  all  perfumes 
hereafter  imported  into  the  United  States  contain- 
ing distUled  spirits,  a  tax  of  $1.10  per  wine  gallon, 
and  a  proportionate  tax  at  a  like  rate  on  all  frac- 
tional parts  of  such  wine  gallon.  Such  tax  shall  be 
collected  by  the  collector  of  customs  and  deposited 
as  internal-revenue  collections,  under  such  rules  and 
regulations  as  the  Commissioner  of  Internal  Reve- 
nue, with  the  approval  of  the  Secretary  of  the 
Treasury,  may  prescribe. 

Sec.  301.  That  no  distilled  spirits  produced 
after  the  passage  of  this  Act  shall  be  imported  into 
the  United  States  from  any  foreign  country,  or 
from  the  West  Indian  Islands  recently  acquired 
from  Denmark  (unless  produced  from  products 
the  growth  of  such  islands,  and  not  then  into  any 
State  or  Territory  or  District  of  the  United  States 
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in  which  the  manufacture  or  sale  of  intoxicating 
liquor  is  prohibited),  or  from  Porto  Rico,  or  the 
Philippine  Islands.  Under  such  rules,  regulations 
and  bonds  as  the  Secretary  of  the  Treasury  may 

•I         ,1  .  .  /»    ii  •  i«  in  1    Prohibition  does  not 

prescribe,  the  provisions  oi  this  section  shall  not  apply  to  spirits  for 

1      i       T  j.*n    J        •   'j.     •  J-   J   i»  J.1         J.1  other  than  beverage 

apply  to  distilled  spirits  imported  lor  other  than  use 
(1)  beverage  purposes  or  (2)  use  in  the  manufac- 
ture or  production  of  any  article  used  or  intended 
for  use  as  a  beverage. 

Sec.  302.  That  at  registered  distilleries  pro-  ^o'^^^aiehou'se^^*'^"* 
ducing  alcohol,  or  other  high-proof  spirits,  pack- 
ages may  be  filled  with  such  spirits  reduced  to  not 
less  than  one  hundred  proof  from  the  receiving  cis- 
terns and  tax  paid  without  being  entered  into 
bonded  warehouse.  Such  spirits  may  also  be  trans- 
ferred from  the  receiving  cisterns  at  such  distil- 
leries, and  by  means  of  pipe  lines,  direct  to  storage 
tanks  in  the  bonded  warehouse  and  may  be  ware- 
housed in  such  storage  tanks.  Such  spirits  may  be 
also  transferred  in  tanks  or  tank  cars  to  general 
bonded  warehouses  for  storage  therein,  either  in 
storage  tanks  in  such  warehouses  or  in  the  tanks 
in  which  they  were  transferred.  Such  spirits  may 
also  be  transferred  after  tax  payment  from  receiv- 
ing cisterns  or  warehouse  storage  tanks  to  tanks  or 
tank  cars  and  may  be  transported  in  such  tanks  or 
tank  cars  to  the  premises  of  rectifiers  of  spirits.  The 
Commissioner  of  Internal  Revenue,  with  the  ap- 
proval of  the  Secretary  of  the  Treasury,  is  hereby 
empowered  to  prescribe  all  necessary  regulations 
relating  to  the  drawing  off,  transferring,  gauging, 
storing  and  transporting  of  such  spirits ;  the  records 
to  be  kept  and  returns  to  be  made ;  the  size  and  kind 
of  packages  and  tanks  to  be  used;  the  marking, 
branding,  numbering  and  stamping  of  such  pack- 
ages and  tanks;  the  kinds  of  stamps,  if  any,  to  be 
used;  and  the  time  and  manner  of  paying  the  tax; 
the  kind  of  bond  and  the  penal  sum  of  same.  The 
tax  prescribed  by  law  must  be  paid  before  such 
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Ethyl  alcohol,  ex- 
emption of,  when 
used  for  other  than 
beveragre  purpose 


Denatured  alcohol, 
exemption  of 


Regrnlations  for 
manufacturers 


spirits  are  removed  from  the  distillery  premises,  or 
from  general  bonded  warehouse  in  the  case  of  spirits 
transferred  thereto,  except  as  otherwise  provided 
by  law. 

Under  such  regulations  as  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  may  prescribe,  distilled  spirits 
may  hereafter  be  drawn  from  receiving  cisterns  and 
deposited  in  distillery  warehouses  without  having 
affixed  to  the  packages  containing  the  same  distil- 
lery warehouse  stamps,  and  such  packages,  when 
so  deposited  in  warehouse,  may  be  withdrawn  there- 
from on  the  original  gauge  where  the  same  have 
remained  in  such  warehouse  for  a  period  not  ex- 
ceeding thirty  days  from  the  date  of  deposit. 

Under  such  regulations  as  the  Commissioner 
of  Internal  Revenue,  with  the  approval  of  the  Sec- 
retary of  the  Treasury,  may  prescribe,  the  manu- 
facture, warehousing,  withdrawal,  and  shipment, 
under  the  provisions  of  existing  law,  of  ethyl  alcohol 
for  other  than  (1)  beverage  purposes  or  (2)  use 
in  the  manufacture  or  production  of  any  article 
used  or  intended  for  use  as  a  beverage,  and  dena- 
tured alcohol,  may  be  exempted  from  tha4)rovisions 
of  section  thirty-two  hundred  and  eighty-three.  Re- 
vised Statutes  of  the  United  States. 

Under  such  regulations  as  the  Commissioner 
of  Internal  Revenue,  with  the  approval  of  the  Sec- 
retary of  the  Treasury,  may  prescribe,  manufactur- 
ers of  ethyl  alcohol  for  other  than  beverage  pur- 
poses may  be  granted  permission  under  the  provi- 
sions of  section  thirty-two  hundred  and  eighty-five. 
Revised  Statutes  of  the  United  States,  to  fill  fer- 
menting tubs  in  a  sweet-mash  distillery  not  oftener 
than  once  in  forty-eight  hours. 

Sec.  303.  That  upon  all  distilled  spirits  pro- 
duced in  or  imported  into  the  United  States  upon 
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which  the  tax  now  imposed  by  law  has  been  paid, 
and  which,  on  the  day  this  Act  is  passed,  are  held 
by  a  retailer  in  a  quantity  in  excess  of  fifty  gallons  retlcer's^^haids*^ 
in  the  aggregate,  or  by  any  other  person,  corpora- 
tion, partnership,  or  association  in  any  quantity, 
and  which  are  intended  for  sale,  there  shall  be  levied, 
assessed,  collected,  and  paid  a  tax  of  $1.10  (or,  if 
intended  for  sale  for  beverage  purposes  or  for  use 
in  the  manufacture  or  production  of  any  article 
used  or  intended  for  use  as  a  beverage,  a  tax  of 
$2.10)  on  each  proof  gallon,  and  a  proportionate 
tax  at  a  like  rate  on  all  fractional  parts  of  such 
proof  gallon :  Provided,  That  the  tax  on  such  dis- 
tilled spirits  in  the  custody  of  a  court  of  bank- 
ruptcy in  insolvency  proceedings  on  June  first, 
nineteen  hundred  and  seventeen,  shall  be  paid  by  Distnied  spirits  ib 
the  person  to  whom  the  court  delivers  such  distilled  Si^uptcy 
spirits  at  the  time  of  such  delivery,  to  the  extent 
that  the  amount  thus  delivered  exceeds  the  fifty 
gallons  hereinbefore  provided. 

Sec.  304.  That  in  addition  to  the  tax  now 
imposed  or  imposed  by  this  Act  on  distilled  spirits  Rectified  spirits, 
there  shall  be  levied,  assessed,  collected,  and  paid 
a  tax  of  15  cents  on  each  proof  gallon  and  a  pro- 
portionate tax  at  a  like  rate  on  all  fractional  parts 
of  such  proof  gallon  on  all  distilled  spirits  or  wines 
hereafter  rectified,  purified,  or  refined  in  such  man- 
ner, and  on  all  mixtures  hereafter  produced  in  such 
manner,  that  the  person  so  rectifying,  purifying, 
refining,  or  mixing  the  same  is  a  rectifier  within 
the  meaning  of  section  thirty-two  hundred  and  for- 
ty-four. Revised  Statutes,  as  amended,  and  on  all 
such  articles  in  the  possession  of  the  rectifier  on  the 
day  this  Act  is  passed:  Provided,  That  this  tax 
shall  not  apply  to  gin  produced  by  the  redistillation 
of  a  pure  spirit  over  juniper  berries  and  other 
aromatics. 

When  the  process  of  rectification  is  completed 
and  the  tax  prescribed  by  this  section  has  been 
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paid,  it  shall  be  unlawful  for  the  rectifier  or  other 
dealer  to  reduce  in  proof  or  increase  in  volume 
such  spirits  or  wine  by  the  addition  of  water  or 
other  substance;  nothing  herein  contained  shall, 
however,  prevent  a  rectifier  from  using  again  in  the 
process  of  rectification  spirits  already  rectified  and 
upon  which  the  tax  has  theretofore  been  paid. 

The  tax  imposed  by  this  section  shall  not  at- 
tach to  cordials  or  liqueurs  on  which  a  tax  is  imposed 
and  paid  under  the  Act  entitled  "An  Act  to  in- 
crease the  revenue,  and  for  other  purposes," 
approved  September  eighth,  nineteen  hundred  and 
sixteen,  nor  to  the  mixing  and  blending  of  wines, 
where  such  blending  is  for  the  sole  purpose  of  per- 
fecting such  wines  according  to  conmiercial  stand- 
ards, nor  to  blends  made  exclusively  of  two  or  more 
pure  straight  whiskies  aged  in  wood  for  a  period 
not  less  than  four  years  and  without  the  addition 
of  coloring  or  flavoring  matter  or  any  other  sub- 
stance than  pure  water  and  if  not  reduced  below 
ninety  proof:  Provided,  That  such  blended  whis- 
kies shall  be  exempt  from  tax  under  this  section 
only  when  compounded  under  the  immediate  super- 
vision of  a  revenue  officer,  in  such  tanks  and  under 
such  conditions  and  supervision  as  tha  Commis- 
sioner of  Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury,  may  prescribe. 

All  distilled  spirits  taxable  under  this  section 
shall  be  subject  to  uniform  regulations  concerning 
the  use  thereof  in  the  manufacture,  blending,  com- 
pounding, mixing,  marking,  branding,  and  sale  of 
whisky  and  rectified  spirits,  and  no  discrimination 
whatsoever  shall  be  made  by  reason  of  a  difference 
in  the  character  of  the  material  from  which  same 
may  have  been  produced. 

The  business  of  a  rectifier  of  spirits  shall  be 
carried  on,  and  the  tax  on  rectified  spirits  shall  be 
paid,  under  such  rules,  regulations,  and  bonds  as 

30 


WAR  TAX  ON  BEVERAGES 


may  be  prescribed  by  the  Commissioner  of  Internal 
Revenue,  with  the  approval  of  the  Secretary  of 
the  Treasury. 

Any  person  violating  any  of  the  provisions  Penai  provisions 
of  this  section  shall  be  deemed  to  be  guilty  of  a 
misdemeanor  and,  upon  conviction,  shall  be  fined 
not  more  than  $1,000  or  imprisoned  not  more  than 
two  years.  He  shall,  in  addition,  be  liable  to 
double  the  tax  evaded,  together  with  the  tax  to  be 
collected  by  assessment  or  on  any  bond  given. 

Sec.  305.  That  hereafter  collectors  bf  inter-  s*^«»p  regulations 
nal  revenue  shall  not  furnish  wholesale  liquor  deal- 
er's stamps  in  lieu  of  and  in  exchange  for  stamps 
for  rectified  spirits  unless  the  package  covered  by 
stamp  for  rectified  spirits  is  to  be  broken  into 
smaller  packages. 

The  Commissioner  of  Internal  Revenue,  with 
the  approval  of  the  Secretary  of  the  Treasury,  is 
authorized  to  discontinue  the  use  of  the  following 
stamps  whenever  in  his  judgment  the  interests  of 
the  Government  will  be  subserved  thereby: 

Distillery  warehouse,  special  bonded  ware- 
house, special  bonded  rewarehouse,  general  bonded 
warehouse,  general  bonded  retransfer,  transfer 
brandy,  export  tobacco,  export  cigars,  export  oleo- 
margarine and  export  fermented  liquor  stamps. 

Sec.  306.  That  the  Commissioner  of  Internal  Apparatus, 
Revenue,  with  the  approval  of  the  Secretary  of  the 
Treasury,  is  hereby  authorized  to  require  at  distil- 
leries, breweries,  rectifying  houses,  and  wherever 
else  in  his  judgment  such  action  may  be  deemed 
advisable,  the  installation  of  meters,  tanks,  pipes, 
or  any  other  apparatus  for  the  purpose  of  protec- 
ting the  revenue,  and  such  meters,  tanks,  and  pipes 
and  all  necessary  labor  incident  thereto  shall  be  at 
the  expense  of  the  person,  corporation,  partnership, 
or  association  on  whose  premises  the  installation  is 
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required.  Any  such  person,  corporation,  partner- 
ship, or  association  refusing  or  neglecting  to  install 
such  apparatus  when  so  required  by  the  commis- 
sioner shall  not  be  permitted  to  conduct  business 
on  such  premises. 

Sec.  307.  That  on  and  after  the  passage  of 
this  Act  there  shall  be  levied  and  collected  on  all 
beer,  lager  beer,  ale,  porter,  and  other  similar  fer- 
mented liquor,  containing  one-half  per  centum  or 
more  of  alcohol,  brewed  or  manufactured  and  sold, 
or  stored  in  warehouse,  or  removed  for  consump- 
tion or  sale,  within  the  United  States,  by  what- 
ever name  such  liquors  may  be  called,  in  addition 
to  the  tax  now  imposed  by  law,  a  tax  of  $1.50  for 
every  barrel  containing  not  more  than  thirty-one 
gallons,  and  at  a  like  rate  for  any  other  quantity 
or  for  the  fractional  parts  of  a  barrel  authorized 
and  defined  by  law. 

Sec.  308.  That  from  and  after  the  passage 
of  this  Act  taxable  fermented  liquors  may  be  con- 
veyed without  payment  of  tax  from  the  brewery 
premises  where  produced  to  a  contiguous  industrial 
distillery  of  either  class  established  under  the  Act 
of  October  third,  nineteen  hundred  and  thirteen,  to 
be  used  as  distilling  material,  and  the  residue  from 
such  distillation,  containing  less  than  one-half  of 
one  per  centum  of  alcohol  by  volume,  which  is  to 
be  used  in  making  beverages,  may  be  manipulated 
by  cooling,  flavoring,  carbonating,  settling,  and 
filtering  on  the  distillery  premises  or  elsewhere. 

The  removal  of  the  taxable  fermented  liquor 
from  the  brewery  to  the  distillery  and  the  opera- 
tion of  the  distillery  and  removal  of  the  residue 
therefrom  shall  be  under  the  supervision  of  such 
officer  or  officers  as  the  Commissioner  of  Internal 
Revenue  shall  deem  proper,  and  the  Commissioner 
of  Internal  Revenue,  with  the  approval  of  the  Sec- 
retary of  the  Treasury,  is  hereby  authorized  to 
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make  such  regulations  from  time  to  time  as  may  be 
necessary  to  give  force  and  effect  to  this  section 
and  to  safeguard  the  revenue. 

Sec.  309.  That  upon  all  still  wines,  including  3.  Wines,  tax  on 
vermuth,  and  upon  all  champagne  and  other  spark- 
ling wines,  liqueurs,  cordials,  artificial  or  imitation 
wines  or  compounds  sold  as  wine,  produced  in  or 
imported  into  the  United  States,  and  hereafter 
removed  from  the  customhouse,  place  of  manufac- 
ture, or  from  bonded  premises  for  sale  or  consump- 
tion, there  shall  be  levied  and  collected,  in  addi- 
tion to  the  tax  now  imposed  by  law  upon  such 
articles,  a  tax  equal  to  such  tax,  to  be  levied,  col- 
lected, and  paid  under  the  provisions  of  existing 
law. 

Sec.  310.  That  upon  all  articles  specified  in  Excess  quantity  tax 
section  three  hundred  and  nine  upon  which  the  tax 
now  imposed  by  law  has  been  paid  and  which  are 
on  the  day  this  Act  is  passed  held  in  excess  of 
twenty-five  gallons  in  the  aggregate  of  such  articles 
and  intended  for  sale,  there  shall  be  levied,  col- 
lected, and  paid  a  tax  equal  to  the  tax  imposed  by 
such  section. 

Sec.  311.  That  upon  all  grape  brandy  or  SJ^on*''^''^^' 
wine  spirits  withdrawn  by  a  producer  of  wines  from 
any  fruit  distillery  or  special  bonded  warehouse 
under  subdivision  (c)  of  section  four  hundred  and 
two  of  the  Act  entitled  "An  Act  to  increase  the 
revenue,  and  for  other  purposes,"  approved  Sep- 
tember eighth,  nineteen  hundred  and  sixteen,  there 
shall  be  levied,  assessed,  collected,  and  paid  in  addi- 
tion to  the  tax  therein  imposed,  a  tax  equal  to 
double  such  tax,  to  be  assessed,  collected,  and  paid 
under  the  provisions  of  existing  law. 

Sec.  312.    That  upon  all  sweet  wines  held  for  " 
sale  by  the  producer  thereof  upon  the  day  this 
Act  is  passed  there  shall  be  levied,  assessed,  col- 
lected, and  paid  an  additional  tax  equivalent  to  10 
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Birnps,  tax  on 


6.  Soft  drinks, 
tax  on 


6.  Bottled  mineral 
water,  tax  on 


cents  per  proof  gallon  upon  the  grape  brandy  or 
wine  spirits  used  in  the  fortification  of  such  wine, 
and  an  additional  tax  of  20  cents  per  proof  gallon 
shall  be  levied,  assessed,  collected,  and  paid  upon 
all  grape  brandy  or  wine  spirits  withdrawn  by  a 
producer  of  sweet  wines  for  the  purpose  of  fortify- 
ing such  wines  and  not  so  used  prior  to  the  passage 
of  this  Act. 

Sec.  313.  That  there  shall  be  levied,  assessed, 
collected,  and  paid — 

(a)  Upon  all  prepared  sirups  or  extracts  (in- 
tended for  use  in  the  manufacture  or  production 
of  beverages,  commonly  known  as  soft  drinks,  by 
soda  fountains,  bottling  establishments,  and  other 
similar  places)  sold  by  the  manufacturer,  producer, 
or  importer  thereof,  if  so  sold  for  not  more  than 
$1.30  per  gallon,  a  tax  of  5  cents  per  gallon;  if  so 
sold  for  more  than  $1.30  and  not  more  than  $2  per 
gallon,  a  tax  of  8  cents  per  gallon;  if  so  sold  for 
more  than  $2  and  not  more  than  $3  per  gallon,  a 
tax  of  10  cents  per  gallon;  if  so  sold  for  more  than 
$3  and  not  more  than  $4  per  gallon,  a  tax  of  15 
cents  per  gallon;  and  if  so  sold  for  more  than  $4 
per  gallon,  a  tax  of  20  cents  per  galipn;  and 

(b)  Upon  all  unfermented  grape  juice,  soft 
drinks  or  artificial  mineral  waters  (not  carbonated) , 
and  fermented  liquors  containing  less  than  one- 
half  per  centum  of  alcohol,  sold  by  the  manufac- 
turer, producer,  or  importer  thereof,  in  bottles  or 
other  closed  containers,  and  upon  all  ginger  ale, 
root  beer,  sarsaparilla,  pop,  and  other  carbonated 
waters  or  beverages,  manufactured  and  sold  by  the 
manufacturer,  producer,  or  importer  of  the  car- 
bonic acid  gas  used  in  carbonating  the  same,  a  tax 
of  1  cent  per  gallon ;  and 

(c)  Upon  all  natural  mineral  waters  or  table 
waters,  sold  by  the  producer,  bottler,  or  importer 
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thereof,  in  bottles  or  other  closed  containers,  at 
over  10  cents  per  gallon,  a  tax  of  1  cent  per 
gallon. 

Sec.  314.  That  each  such  manufacturer,  pro- 
ducer, bottler,  or  importer  shall  make  monthly  re- 
turns under  oath  to  the  collector  of  internal  revenue 
for  the  district  in  which  is  located  the  principal 
place  of  business,  containing  such  information  nec- 
essary for  the  assessment  of  the  tax,  and  at  such 
times  and  in  such  manner,  as  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  may  by  regulation  prescribe. 

Sec.  315.  That  upon  all  carbonic  acid  gas  in  Jk^.'^ta^on' 
drums  or  other  containers  (intended  for  use  in  the 
manufacture  or  production  of  carbonated  water  or 
other  drinks)  sold  by  the  manufacturer,  producer, 
or  importer  thereof,  there  shall  be  levied,  assessed, 
collected,  and  paid  a  tax  of  5  cents  per  pound. 
Such  tax  shall  be  paid  by  the  purchaser  to  the 
vendor  thereof  and  shall  be  collected,  returned,  and 
paid  to  the  United  States  by  such  vendor  in  the 
same  manner  as  provided  in  section  five  hundred 
and  three. 


Title  IV. — War  Tax  on  Cigars^  Tobacco,  and 
Manufactures  Thereof. 


War  tax  on  cigrars, 
tobacco  and  manu- 


Sec.  400.  That  upon  cigars  and  cigarettes, 
which  shall  be  manufactured  and  sold,  or  removed  thereof 
for  consumption  or  sale,  there  shall  be  levied  and 
collected,  in  addition  to  the  taxes  now  imposed  by 
existing  law,  the  following  taxes,  to  be  paid  by  the 
manufacturer  or  importer  thereof:    (a)  on  cigars  ^  ^.^^^^ 
of  all  descriptions  made  of  tobacco,  or  any  substi-  gassmcation  ana 
tute  therefor,  and  weighing  not  more  than  three 
pounds  per  thousand,  25  cents  per  thousand;  (b) 
on  cigars  made  of  tobacco,  or  any  substitute  there- 
for, and  weighing  more  than  three  pounds  per 
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thousand,  if  manufactured  or  imported  to  retail 
at  4  cents  or  more  each,  and  not  more  than  7  cents 
each,  $1  per  thousand;  (c)  if  manufactured  or  im- 
ported to  retail  at  more  than  7  cents  each  and  not 
more  than  15  cents  each,  $3  per  thousand;  (d)  if 
manufactured  or  imported  to  retail  at  more  than 
15  cents  each  and  not  more  than  20  cents  each,  $5 
per  thousand;  (e)  if  manufactured  or  imported  to 
retail  at  more  than  20  cents  each,  $7  per  thousand : 
Provided,  That  the  word  "retail"  as  used  in  this 
section  shall  mean  the  ordinary  retail  price  of  a 
single  cigar,  and  that  the  Commissioner  of  Internal 
Revenue  may,  by  regulation,  require  the  manufac- 
turer or  importer  to  afBx  to  each  box  or  container 
a  conspicuous  label  indicating  by  letter  the  clause 
of  this  section  under  which  the  cigars  therein  con- 
tained have  been  tax-paid,  which  must  correspond 
with  the  tax-paid  stamp  on  said  box  or  container; 
(f)  on  cigarettes  made  of  tobacco,  or  any  substi- 
tute therefor,  made  in  or  imported  into  the  United 
States,  and  weighing  not  more  than  three  pounds 
per  thousand,  80  cents  per  thousand;  weighing 
more  than  three  pounds  per  thousand,  $1.20  per 
thousand. 

Every  manufacturer  of  cigarettes  including 
small  cigars  weighing  not  more  than  three  pounds 
per  thousand)  shall  put  up  all  the  cigarettes  and 
such  small  cigars  that  he  manufactures  or  has  manu- 
factured for  him,  and  sells  or  removes  for  consump- 
tion or  use,  in  packages  or  parcels  containing  five, 
eight,  ten,  twelve,  fifteen,  sixteen,  twenty,  twenty- 
four,  forty,  fifty,  eighty,  or  one  hundred  cigarettes 
each,  and  shall  securely  affix  to  each  of  said  pack- 
ages or  parcels  a  suitable  stamp  denoting  the  tax 
thereon  and  shall  properly  cancel  the  same  prior 
to  such  sale  or  removal  for  consumption  or  use 
under  such  regulations  as  the  Commissioner  of  In- 
ternal Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  shall  prescribe ;  and  all  cigar- 
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ettes  imported  from  a  foreign  country  shall  be 
packed,  stamped,  and  the  stamps  canceled  in  a  like 
manner,  in  addition  to  the  import  stamp  indicating 
inspection  of  the  customhouse  before  they  are  with- 
drawn therefrom. 

Sec.  401.  That  upon  all  tobacco  and  snuff  g;,„ff**J^^*'on^°^ 
hereafter  manufactured  and  sold,  or  removed  for 
consumption  or  use,  there  shall  be  levied  and  col- 
lected, in  addition  to  the  tax  now  imposed  by  law 
upon  such  articles,  a  tax  of  5  cents  per  pound,  to  be 
levied,  collected,  and  paid  under  the  provisions  of 
existing  law. 

In  addition  to  the  packages  provided  for  under  _  , . 
existing  law,  manufactured  tobacco  and  snuff  may 
be  put  up  and  prepared  by  the  manufacturer  for 
sale  or  consumption,  in  packages  of  the  following 
description:  Packages  containing  one-eighth, 
three-eighths,  five-eighths,  seven-eighths,  one  and 
one-eighth,  one  and  three-eighths,  one  and  five- 
eighths,  one  and  seven-eighths,  and  five  ounces. 

Sec.  402.  That  sections  four  hundred,  four  i>ate  tax  is  effective 
hundred  and  one,  and  four  hundred  and  four,  shall 
take  effect  thirty  days  after  the  passage  of  this 
Act:  Provided,  That  after  the  passage  of  this  Act 
and  before  the  expiration  of  the  aforesaid 
thirty  days,  cigarettes  and  manufactured  tobacco 
and  snuff  may  be  put  up  in  the  packages  now  pro- 
vided for  by  law  or  in  the  packages  provided  for  in 
sections  four  hundred  and  four  hundred  and  one. 

Sec.  403.  That  there  shall  also  be  levied  and  Excess  quantity  ta^ 
collected,  upon  all  manufactured  tobacco  and  snuff 
in  excess  of  one  hundred  pounds  or  upon  cigars  or 
cigarettes  in  excess  of  one  thousand,  which  were 
manufactured  or  imported,  and  removed  from  fac- 
tory or  custom-house  prior  to.  the  passage  of  this 
Act,  bearing  tax-paid  stamps  affixed  to  such 
articles  for  the  payment  of  the  taxes  thereon,  and 
which  are,  in  the  day  after  this  Act  is  passed,  held 
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and  intended  for  sale  by  any  person,  corporation, 
partnership,  or  association,  and  upon  all  manu- 
factured tobacco,  snuff,  cigars,  or  cigarettes,  re- 
moved from  factory  or  customs  house  after  the 
passage  of  this  Act  but  prior  to  the  time  when  the 
tax  imposed  by  section  four  hundred  or  section 
four  hundred  and  one  upon  such  articles  takes 
effect,  an  additional  tax  equal  to  one-half  the  tax 
imposed  by  such  sections  upon  such  articles. 

Sec.  404.  That  there  shall  be  levied,  assessed, 
and  collected  upon  cigarette  paper  made  up  into 
packages,  books,  sets,  or  tubes,  made  up  in  or  im- 
ported into  the  United  States  and  intended  for 
use  by  the  smoker  in  making  cigarettes  the  follow- 
ing taxes :  On  each  package,  book,  or  set,  contain- 
ing more  than  twenty-five  but  not  more  than  fifty 
papers,  one-half  of  1  cent;  containing  more  than 
fifty  but  not  more  than  one  hundred  papers,  1  cent; 
containing  more  than  one  hundred  papers,  1  cent 
for  each  one  hundred  papers  or  fractional  part 
thereof ;  and  upon  tubes,  2  cents  for  each  one  hun- 
dred tubes  or  fractional  part  thereof. 


Title  V. — War  Tax  on  Facilities  I^rnished 
BY  Public  Utilities  and  Insurance. 

Sec.  500.  That  from  and  after  the  first  day 
of  November,  nineteen  hundred  and  seventeen, 
there  shall  be  levied,  assessed,  collected,  and  paid 
(a)  a  tax  equivalent  to  three  per  centum  of  the 
amount  paid  for  the  transportation  by  rail  or  water 
or  by  any  form  of  mechanical  motor  power  when 
in  competition  with  carriers  by  rail  or  water  of 
property  by  freight  consigned  from  one  point  in 
iortationrtax;"ic''for  thc  Uuitcd  Statcs  to  auothcr ;  (b)  a  tax  of  1  cent  for 
arge  ^^^^  ccuts,  or  fractiou  thereof,  paid  to  any  per- 
son, corporation,  partnership,  or  association,  en- 
gaged in  the  business  of  transporting  parcels  or 
packages  by  express  over  regular  routes  between 
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fixed  terminals,  for  the  transportation  of  any  pack- 
age, parcel,  or  shipment  by  express  from  one  point 
in  the  United  States  to  another:   Provided,  That 
nothing  herein  contained  shall  be  construed  to  re- 
quire the  carrier  collecting  such  tax  to  list  sepa- 
rately in  any  bill  of  lading,  freight  receipt,  or 
other  similar  document,  the  amount  of  the  tax 
herein  levied,  if  the  total  amount  of  the  freight 
and  tax  be  therein  stated;  (c)  a  tax  equivalent  portatl7nT tax  Vate' 
to  eight  per  centum  of  the  amount  paid  for  the 
transportation  of  persons  by  rail  or  water,  or  by 
any  form  of  mechanical  motor  power  on  a  regular 
established  line  when  in  competition  with  carriers 
by  rail  or  water,  from  one  point  in  the  United 
States  to  another  or  to  any  point  in  Canada  or  Mex- 
ico, where  the  ticket  therefor  is  sold  or  issued  in  the 
United  States,  not  including  the  amount  paid  for 
commutation  or  season  tickets  for  trips  less  than 
thirty  miles,  or  for  transportation  the  fare  for  which  ^^tS^^n^A^'^Q 
does  not  exceed  35  cents,  and  a  tax  equivalent  to  JSan  sgf""*^ 
ten  per  centum  of  the  amount  paid  for  seats.  Berths,  seats  and 
berths,  and  staterooms  in  parlor  cars,  sleeping  cars,  |*a^erooms;  tax  rate, 
or  on  vessels.    If  a  mileage  book  used  for  such  Mileage 
transportation  or  accommodation  has  been  pur- 
chased before  this  section  takes  effect,  or  if  cash 
fare  be  paid,  the  tax  imposed  by  this  section  shall 
be  collected  from  the  person  presenting  the  mile- 
age book,  or  paying  the  cash  fare,  by  the  conductor 
or  other  agent,  when  presented  for  such  transpor- 
tation or  accommodation,  and  the  amount  so  col- 
lected shall  be  paid  to  the  United  States  in  such 
manner  and  at  such  times  as  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  may  prescribe;  if  a  ticket 
(other  than  a  mileage  book)  is  bought  and  partially  fi^kefs"'^ 
used  before  this  section  goes  into  effect  it  shall  not 
be  taxed,  but  if  bought  but  not  so  used  before  this 
section  takes  effect,  it  shall  not  be  valid  for  passage 
until  the  tax  has  been  paid  and  such  payment  evi- 
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denced  on  the  ticket  in  such  manner  as  the  Com- 
missioner of  Internal  Revenue,  with  the  approval 
of  the  Secretary  of  the  Treasury,  may  by  regula- 
mission  of  oil,  tax    tion  prescribe;  (d)  a  tax  equivalent  to  five  per 
^"^^  centum  of  the  amount  paid  for  the  transportation 

(e)  Telegraph,  tele-  of  oil  by  pipc  liuc ;  (c)  a  tax  of  5  cents  upon  each 
messages,  tax  5c  on  telegraph,  telephone,  or  radio,  dispatch,  message, 
W^oT^mori  or  conversation,  which  originates  within  the  United 

States,  and  for  the  transmission  of  which  a  charge 
of  15  cents  or  more  is  imposed:  Provided^  That 
only  one  payment  of  such  tax  shall  be  required, 
notwithstanding  the  lines  or  stations  of  one  or  more 
persons,  corporations,  partnerships,  or  associations 
shall  be  used  for  the  transmission  of  such  dispatch, 
message,  or  conversation. 

Taxes  to  be  paid  by        Sec.  501.    That  thc  taxcs  imposed  by  section 
purchaser  of  service        huudrcd  shall  bc  paid  by  the  person,  corpora- 
tion, partnership,  or  association  paying  for  the  serv- 
ices or  facilities  rendered. 

i^fown  c^mmodS  casc  such  carrfcr  does  not,  because  of  its 

is  taxed  ownership  of  the  commodity  transported,  or  for 

any  other  reason,  receive  the  amount  which  as  a 
carrier  it  would  otherwise  charge,  such  carrier  shall 
pay  a  tax  equivalent  to  the  tax  which  would  be 
imposed  upon  the  transportation  of  such  commodity 
if  the  carrier  received  payment  for  such  transporta- 
tion :  Provided,  That  in  case  of  a  carrier  which  on 
May  first,  nineteen  hundred  and  seventeen,  had  no 
rates  or  tariffs  on  file  with  the  proper  Federal  or 
State  authority,  the  tax  shall  be  computed  on  the 
basis  of  the  rates  or  tariffs  of  other  carriers  for  like 
services  as  ascertained  and  determined  by  the  Com- 
missioner of  Internal  Revenue:  Provided  further, 

(a)  Commodities      That  nothiug  in  this  or  the  preceding  section  shall 
sary  to  operation  of  be  construed  as  imposing  a  tax  (a)  upon  the  trans- 
portation of  any  commodity  which  is  necessary  for 

(b)  Company  mate-  csLYTier  lu.  thc  couduct  of  Its  busiucss 
rial  transported  by       g^ch  aud  is  intcudcd  to  bc  SO  used  or  has  been  so 

one  carrier  for  an-  /••  v  i  •  r» 

"''jer^pa*-*  of         uscd or  (b)  upon  the  transportation  oi  company 
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material  transported  by  one  carrier,  which  consti- 
tutes a  part  of  a  railroad  system,  for  another  carrier 
which  is  also  a  part  of  the  same  system. 

Sec  502.  That  no  tax  shall  be  imposed  under  Services  to  U.  S. 
section  five  hundred  upon  any  payment  received  pomT^i'^subdivision 
for  services  rendered  to  the  United  States,  or  any 
State,  Territory,  or  the  District  of  Columbia.  The 
right  to  exemption  under  this  section  shall  be  evi- 
denced in  such  manner  as  the  Commissioner  of  In- 
ternal Revenue,  with  the  approval  of  the  Secretary 
of  the  Treasury,  may  by  regulation  prescribe. 

o  rm     .1  1  •  Collection  of  tax 

bEC.  503.  ihat  each  person,  corporation, 
partnership,  or  association  receiving  any  payments 
referred  to  in  section  five  hundred  shall  collect  the 
amount  of  the  tax,  if  any,  imposed  by  such  section 
from  the  person,  corporation,  partnership,  or  asso- 
ciation making  such  payments,  and  shall  make 
monthly  returns  under  oath,  in  duplicate,  and  pay  ^^^^^^^ 
the  taxes  so  collected  and  the  taxes  imposed  upon 
it  under  paragraph  two  of  section  five  hundred 
and  one  to  the  collector  of  internal  revenue  of  the 
district  in  which  the  principal  office  or  place  of 
business  is  located.  Such  returns  shall  contain 
such  information,  and  be  made  in  such  manner,  as 
the  Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury,  may 
by  regulation  prescribe. 

Sec  504.    That  from  and  after  the  first  day  in§urai.ce  policies, 
of  November,  nineteen  hundred  and  seventeen,  ^^'^  '^^"^ 
there  shall  be  levied,  assessed,  collected,  and  paid 
the  following  taxes  on  the  issuance  of  insurance 
policies : 

(a)  Life  insurance:    A  tax  equivalent  to  8  m  i^ife  insurance 

ifK  /••I  I  n       n   Tax,  8c  pes*  $100 

cents  on  each  $100  or  fractional  part  thereof  of 
the  amount  for  which  any  life  is  insured  under 
any  policy  of  insurance,  or  other  instrument,  by 

whatever  name  the  same  is  called:  Provided,  That 
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Beinsurance  policies 
exempt 


(b)  Marine,  inland 
and  Are  insurance 
Tax,  ic  on  each 
$1.00  of  premium 
chargred 


Weekly  payment  life  Oil  eU  policics  for  llfc  insupaiice  only  by  which  a 
ceeding  $500,  tax  is  life  is  insured  not  in  excess  of  $500,  issued  on  the 
40%  of  1st  payment  jn(justrial  OP  wcckly  payment  plan  of  insurance, 
the  tax  shall  be  forty  per  centum  of  the  amount  of 
the  first  weekly  premium :  Provided  further.  That 
policies  of  reinsurance  shall  be  exempt  from  the 
tax  imposed  by  this  subdivision: 

(b)  Marine,  inland,  and  fire  insurance:  A 
tax  equivalent  to  1  cent  on  each  dollar  or  frac- 
tional part  thereof  of  the  premium  charged  under 
each  policy  of  insurance  or  other  instrument  by 
whatever  name  the  same  is  called  whereby  insur- 
ance is  made  or  renewed  upon  property  of  any 
description  (including  rents  or  profits),  whether 
against  peril  by  sea  or  inland  waters,  or  by  fire 
or  lightning,  or  other  peril:  Provided,  That  poli- 
cies of  reinsurance  shall  be  exempt  from  the  tax 
imposed  by  this  subdivision. 

(c)  Casualty  insurance:  A  tax  equivalent 
to  1  cent  on  each  dollar  or  fractional  part  thereof 
of  the  premium  charged  under  each  policy  of  in- 
surance or  obligation  of  the  nature  of  indemnity 
for  loss,  damage,  or  liability  (except  bonds  tax- 
able under  subdivision  two  of  schedule  ^  of  Title 
VIII)  issued  or  executed  or  renewed  by  any  per- 
son ;  corporation,  partnership,  or  association,  trans- 
acting the  business  of  employer's  liability,  work- 
men's compensation,  accident,  health,  tornado, 
plate  glass,  steam  boiler,  elevator,  burglary,  auto- 
matic sprinkler,  automobile,  or  other  branch  of  in- 
surance (except  life  insurance,  and  insurance  de- 
scribed and  taxed  in  the  preceding  subdivision) : 
Provided,  That  policies  of  reinsurance  shall  be 
exempt  from  the  tax  imposed  by  this  subdivision; 

(d)  Exemption  of  (d)  Policics  issucd  by  any  person,  corpora- 

policies  issued  by        ..         ^     ^   ,  ,  .  •    ■•  i  •  • 

any  who  are  exempt  tion,  partnership,  or  association,  whose  income  is 
rom   come  ax      excmpt  from  taxation  under  Title  I  of  the  Act 
entitled  "An  Act  to  increase  the  revenue,  and  for 
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other  purposes,"  approved  September  eighth, 
nineteen  hundred  and  sixteen,  shall  be  exempt  from 
the  taxes  imposed  by  this  section. 

Sec.  505.  That  every  person,  corporation,  ^enT  of  ^tax 
partnership,  or  association,  issuing  policies  of  in- 
surance upon  the  issuance  of  which  a  tax  is  imposed 
by  section  five  hundred  and  four,  shall,  within  the 
first  fifteen  days  of  each  month,  make  a  return 
under  oath,  in  duplicate,  and  pay  such  tax  to  the 
collector  of  internal  revenue  of  the  district  in  which 
the  principal  office  or  place  of  business  of  such 
person,  corporation,  partnership,  or  association  is 
located.  Such  returns  shall  contain  such  informa- 
tion and  be  made  in  such  manner  as  the  Commis- 
sioner of  Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury,  may  by  regulation 
prescribe. 

Title  VI. — War  Excise  Taxes. 

That  there  shall  be  levied,  assessed,  collected,  War  excise  taxes 
and  paid — 

(a)  Upon  all  automobiles,  automobile  trucks,  mo\orcycie8?tax,  l^f 
automobile  wagons,  and  motorcycles,  sold  by  the 
manufacturer,  producer,  or  importer,  a  tax  equiva- 
lent to  three  per  centum  of  the  price  for  which  so 

sold;  and 

(b)  Upon  all  piano  players,  graphophones,         tal*  |^^*'^f" 
phonographs,  talking  machines,  and  records  used  p^ice ' 

in  connection  with  any  musical  instrument,  piano 
player,  graphophone,  phonograph,  or  talking  ma- 
chine, sold  by  the  manufacturer,  producer,  or  im- 
porter, a  tax  equivalent  to  three  per  centum  of  the 
price  for  which  so  sold;  and 

(c)  Upon  aU  moving-picture  films    (which  ^ml^V^l^^X 
have  not  been  exposed)  sold  by  the  manufacturer  S/**' 

or  importer,  a  tax  equivalent  to  one-fourth  of  1 
cent  per  linear  foot;  and 
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(d) 
pict 


(e) 

3% 


Positive  moving: 
ure  films,  tax, 
per  linear  foot 


Jewelry,  tax, 
of  price 


(f)  Sporting-  groods 
and  games,  tax,  3% 
of  price 


(d)  Upon  all  positive  moving-picture  films 
(containing  a  picture  ready  for  projection)  sold  or 
leased  by  the  manufacturer,  producer,  or  importer, 
a  tax  equivalent  to  one-half  of  1  cent  per  linear 
foot;  and 

(e)  Upon  any  article  commonly  or  commer- 
cially known  as  jewelry,  whether  real  or  imitation, 
sold  by  the  manufacturer,  producer,  or  importer 
thereof,  a  tax  equivalent  to  three  per  centum  of  the 
price  for  which  so  sold;  and 

(f)  Upon  all  tennis  rackets,  golf  clubs,  base- 
ball bats,  lacrosse  sticks,  balls  of  all  kinds,  includ- 
ing baseballs,  foot  balls,  tennis,  golf,  lacrosse,  bil- 
liard and  pool  balls,  fishing  rods  and  reels,  billiard 
and  pool  tables,  chess  and  checker  boards  and 
pieces,  dice,  games  and  parts  of  games,  except  play- 
ing cards  and  children's  toys  and  games,  sold  by  the 
manufacturer,  producer,  or  importer,  a  tax  equiva- 
lent to  three  per  centum  of  the  price  for  which  so 
sold;  and 

(g)  Upon  all  perfumes,  essences,  extracts, 
toilet  waters,  cosmetics,  petroleum  jellies,  hair  oils, 
pomades,  hair  dressings,  hair  restoratives,  hair  dyes, 
tooth  and  mouth  washes,  dentrifrices,  tooth  pastes, 
aromatic  cachous,  toilet  soaps  and  powders,  or  any 
similar  substance,  article,  or  preparation  by  what- 
soever name  known  or  distinguished,  upon  all  of 
the  above  which  are  used  or  applied  or  intended 
to  be  used  or  applied  for  toilet  purposes,  and  which 
are  sold  by  the  manufacturer,  importer,  or  pro- 
ducer, a  tax  equivalent  to  two  per  centum  of  the 
price  for  which  so  sold;  and 

(h)  Proprietary  or  (h)  Upon  all  piUs,  tablcts,  powdcrs,  tinc- 

patent   medicines   or   ,  .         i  -t  •  T    •      i  t  l 

remedScH,  tax,  2%  turcs,  trochcs  or  lozenges,  sirups,  medicmal  cordials 
of  price  bitters,  anodynes,  tonics,  plasters,  liniments, 

salves,  ointments,  pastes,  drops,  waters  (except 
those  taxed  under  section  three  hundred  and  thir- 


(s) 

toil 
2% 


Cosmetics  and 
et  articles,  tax, 
of  price 
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teen  of  this  Act) ,  essences,  spirits,  oils,  and  all  med- 
icinal preparations,  compounds,  or  compositions 
whatsoever,  the  manufacturer  or  producer  of  which 
claims  to  have  any  private  formula,  secret,  or  occult 
art  for  making  or  preparing  the  same,  or  has  or 
claims  to  have  any  exclusive  right  or  title  to  the 
making  or  preparing  the  same,  or  which  are  pre- 
pared, uttered,  vended,  or  exposed  for  sale  under 
any  letters  patent,  or  trade-mark,  or  which,  if  pre- 
pared by  any  formula  published  or  unpublished, 
are  held  out  or  recommended  to  the  public  by  the 
makers,  venders,  or  proprietors  thereof  as  proprie- 
tary medicines  or  medicinal  proprietary  articles  or 
preparations,  or  as  remedies  or  specifics  for  any  dis- 
ease, diseases,  or  affection  whatever  affecting  the 
human  or  animal  body,  and  which  are  sold  by  the 
manufacturer,  producer,  or  importer,  a  tax  equiva- 
lent to  two  per  centum  of  the  price  for  which  so 
sold;  and 

(i)    Upon  all  chewing  gum  or  substitute  l^^^2%"of  S 
therefor  sold  by  the  manufacturer,  producer,  or 
importer,  a  tax  equivalent  to  two  per  centum  of 
the  price  for  which  so  sold;  and 

( j )    Upon  all  cameras  sold  by  the  manuf ac-  <j>  ^^'^^fZl' 
turer,  producer,  or  importer,  a  tax  equivalent  to 
three  per  centum  of  the  price  for  which  so  sold. 

Sec.  601.  That  each  manufacturer,  producer,  SSrof  IS?  to"""^" 
or  importer  of  any  of  the  articles  enumerated  in 
section  six  hundred  shall  make  monthly  returns 
under  oath  in  duplicate  and  pay  the  taxes  imposed 
on  such  articles  by  this  title  to  the  collector  of  inter- 
nal revenue  for  the  district  in  which  is  located  the 
principal  place  of  business.  Such  returns  shall 
contain  such  information  and  be  made  at  such  times 
and  in  such  manner  as  the  Commissioner  of  Inter- 
nal Revenue,  with  the  approval  of  the  Secretary  of 
the  Treasury,  may  by  regulations  prescribe. 
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kitendS^for"'"  Sec.  602.  That  upon  all  articles  enumerated 
whoieiier  or  mSnu-  in  subdivisions  (a),  (b),  (e),  (f),  (g),  (h),  (i), 
or  (j),  of  section  six  hundred,  which  on  the  day 
this  Act  is  passed  are  held  and  intended  for  sale  by 
any  person,  corporation,  partnership,  or  association, 
other  than  (1)  a  retailer  who  is  not  also  a  whole- 
saler, or  (2)  the  manufacturer,  producer,  or  im- 
porter thereof,  there  shall  be  levied,  assessed,  col- 
lected, and  paid,  a  tax  equivalent  to  one-half  the 
tax  imposed  by  each  such  subdivision  upon  the  sale 
of  the  articles  therein  enumerated.  This  tax  shall 
be  paid  by  the  person,  corporation,  partnership,  or 
association  so  holding  such  articles. 

The  taxes  imposed  by  this  section  shall  be  as- 
sessed, collected,  and  paid  in  the  same  manner  as 
provided  in  section  ten  hundred  and  two  in  the 
case  of  additional  taxes  upon  articles  upon  which 
the  tax  imposed  by  existing  law  has  been  paid. 

Exemption  from  tax        ISTothing  lu  this  scctiou  shall  be  construed  to 

of  articles  sold  prior   ,  ^  it-itt 

to  May  9,  1917,      imuosc  a  tax  upon  articles  sold  and  delivered  prior 

where  title  Is  re-  -m«-  i  -,  -■  ^ 

tained  by  vendor  as  to  Mav  niuth,  nineteen  hundred  and  seventeen, 

security  for  payment  .i       .•■i     •  i  •      .i  ^  •. 

where  the  title  is  reserved  m  the  vendor  as  security 
for  the  payment  of  the  purchase  money. 

Boat^s^and  yachts,  Sec.  603.    That  OH  thc  day  this^Act  takes 

effect,  and  thereafter  on  July  first  in  each  year, 
and  also  at  the  time  of  the  original  purchase  of  a 
new  boat  by  a  user,  if  on  any  other  date  than  July 
first,  there  shall  be  levied,  assessed,  collected,  and 
paid,  upon  the  use  of  yachts,  pleasure  boats,  power 
boats,  and  sailing  boats,  of  over  five  net  tons,  and 
motor  boats  with  fixed  engines,  not  used  exclusively 
for  trade  or  national  defense,  or  not  built  accord- 
ing to  plans  and  specifications  approved  by  the 
Navy  Department,  an  excise  tax  to  be  based  on 
each  yacht  or  boat,  at  rates  as  follows:  Yachts, 
pleasure  boats,  power  boats,  motor  boats  with  fixed 
engines,  and  sailing  boats,  of  over  five  net  tons, 
length  not  over  fifty  feet,  50  cents  for  each  foot, 
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length  over  fifty  feet  and  not  over  one  hundred 
feet,  $1  for  each  foot,  length  over  one  hundred  feet, 
^2  for  each  foot;  motor  boats  of  not  over  five  net 
tons  with  fixed  engines,  $5. 

In  determining  the  length  of  such  yachts, 
pleasure  boats,  power  boats,  motor  boats  with 
fixed  engines,  and  sailing  boats,  the  measurement 
of  over-all  length  shall  govern. 

In  the  case  of  a  tax  imposed  at  the  time  of  the 
original  purchase  of  a  new  boat  on  any  other  date 
than  July  first,  the  amount  to  be  paid  shall  be  the 
same  number  of  twelfths  of  the  amount  of  the  tax 
as  the  number  of  calendar  months,  including  the 
month  of  sale,  remaining  prior  to  the  following 
July  first. 


Title  VII.— War  Tax  on  Admissions  and      ^ax  on  admis- 

Dues  '  slons  and  dues 

Sec.  700.  That  from  and  after  the  first  day  of 
November,  nineteen  hundred  and  seventeen,  there 
shall  be  levied,  assessed,  collected,  and  paid  (a)  a 
tax  of  1  cent  for  each  10  cents  or  fraction  thereof 
of  the  amount  paid  for  admission  to  any  place,  in- 
cluding admission  by  season  ticket  or  subscription, 
to  be  paid  by  the  person  paying  for  such  admis- 
sion :  Provided,  That  the  tax  on  admission  of  chil- 
dren under  twelve  years  of  age  where  an  admission 
charge  for  such  children  is  made  shall  in  every  case  yeire,"*  tox'^n^admis- 
be  1  cent;  and  (b)  in  the  case  of  persons  (except 
bona  fide  employees,  municipal  officers  on  official 
business,  and  children  under  twelve  years  of  age) 
admitted  free  to  any  place  at  a  time  when  and 
under  circumstances  under  which  an  admission 
charge  is  made  to  other  persons  of  the  same  class, 
a  tax  of  1  cent  for  each  10  cents  or  fraction  there-  Persons  admitted 
of  of  the  price  so  charged  to  such  other  persons  for  Son  ot"" 
the  same  or  similar  accommodations,  to  be  paid  by 
the  persons  so  admitted;  and  (c)  a  tax  of  1  cent 
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Exceptions  to  tax: 


(a)  ^Vhere  maxi- 
mum admission  is 
5  cents 


(b)  Amusements  in 
outdoor  paries  for 
which  charge  is  not 
more  than  10  cents 


for  each  10  cents  or  fraction  thereof  paid  for  admis- 
sion to  any  public  performance  for  profit  at  any 
cabaret  or  other  similar  entertainment  to  which  the 
charge  for  admission  is  wholly  or  in  part  included 
in  the  price  paid  for  refreshment,  service,  or  mer- 
chandise ;  the  amount  paid  for  such  admission  to  be 
computed  under  rules  prescribed  by  the  Commis- 
sioner of  Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury,  such  tax  to  be  paid 
by  the  person  paying  for  such  refreshment,  service, 
or  merchandise.  In  the  case  of  persons  having  the 
permanent  use  of  boxes  or  seats  in  an  opera  house 
or  any  place  of  amusement  or  a  lease  for  the  use 
of  such  box  or  seat  in  such  opera  house  or  place 
of  amusement  there  shall  be  levied,  assessed,  col- 
lected, and  paid  a  tax  equivalent  to  ten  per  centum 
of  the  amount  for  which  a  similar  box  or  seat  is 
sold  for  performance  or  exhibition  at  which  the 
box  or  seat  is  used  or  reserved  by  or  for  the  lessee 
or  holder.  These  taxes  shall  not  be  imposed  in  the 
case  of  a  place  the  maximum  charge  for  admission 
to  which  is  5  cents,  or  in  the  case  of  shows,  rides, 
and  other  amusements,  (the  maximum  charge  for 
admission  to  which  is  10  cents)  within  outdoor 
general  amvisement  parks,  or  in  the  case  of  admis- 
sions to  such  parks. 


(c)  Admissions  to 
charitable  entertain- 
ments, etc. 


No  tax  shall  be  levied  under  this  title  in  respect 
to  any  admissions  all  the  proceeds  of  which  inure 
exclusively  to  the  benefit  of  religious,  educational, 
or  charitable  institutions,  societies,  or  organizations, 
or  admissions  to  agricultural  fairs  none  of  the 
profits  of  which  are  distributed  to  stockholders  or 
members  of  the  association  conducting  the  same. 


'Admission"  defined 

The  term  "admission"  as  used  in  this  title  in- 
cludes seats  and  tables,  reserved  or  otherwise,  and 
other  similar  accommodations,  and  the  charges 
made  therefor. 
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Sec.  701.  That  from  and  after  the  first  day 
of  November,  nineteen  hundred  and  seventeen, 
there  shall  be  levied,  assessed,  collected,  and  paid, 
a  tax  equivalent  to  ten  per  centum  of  any  amount 

-I         -1  •       /»  'IT  •    'J.*        Dues  or  membership 

paid  as  dues  or  membership  lees,  mcludmg  initia-  fees,  in  excess  of 

-        .  .1,11,.  .  .  1    T_    per  annum,  tax  on 

tion  fees),  to  any  social,  athletic,  or  sportmg  club 
or  organization,  where  such  dues  or  fees  are  in  ex- 
cess of  $12  per  year;  such  taxes  to  be  paid  by  the 
person  paying  such  dues  or  fees:  Provided,  That  Scns^Semp^fr^^" 
there  shall  be  exempted  from  the  provisions  of  this 
section  all  amounts  paid  as  dues  or  fees  to  a  fra- 
ternal beneficiary  society,  order,  or  association, 
operating  under  the  lodge  system  or  for  the  exclu- 
sive benefit  of  the  members  of  a  fraternity  itself 
operating  under  the  lodge  system,  and  providing 
for  the  payment  of  life,  sick,  accident,  or  other  bene- 
fits to  the  members  of  such  society,  order,  or  asso- 
ciation or  their  dependents. 

o  ^^r^.       rr^i     ,  1  •  Collection  and  pay- 

Sec.  702.  That  every  person,  corporation,  ment  of  tax 
partnership,  or  association  (a)  receiving  any  pay- 
ments for  such  admission,  dues,  or  fees,  shall  col- 
lect the  amount  of  the  tax  imposed  by  section  seven 
hundred  or  seven  hundred  and  one  from  the  person 
making  such  payments,  or  (b)  admitting  any  per- 
son free  to  any  place  for  admission  to  which  a 
charge  is  made  shall  collect  the  amount  of  the  tax 
imposed  by  section  seven  hundred  from  the  person 
so  admitted,  and  (c)  in  either  case  shall  make  re- 
turns and  payments  of  the  amounts  so  collected, 
at  the  same  time  and  in  the  same  manner  as  pro- 
vided in  section  five  hundred  and  three  of  this  Act. 


Title  VIII. — Wae  Stamp  Taxes.  War  stamp  taxes 

Sec.  800.    That  on  and  after  the  first  day  of 
December,  nineteen  hundred  and  seventeen,  there  gJsig  ^o/'^tax'" 
shall  be  levied,  collected,  and  paid,  for  and  in 
respect  of  the  several  bonds,  debentures,  or  cer- 
tificates of  stock  and  of  indebtedness,  and  other 
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documents,  instruments,  matters,  and  things  men- 
tioned and  described  in  Schedule  A  of  this  title, 
or  for  or  in  respect  of  the  vellum,  parchment,  or 
paper  upon  which  such  instruments,  matters,  or 
things,  or  any  of  them,  are  written  or  printed,  by 
any  person,  corporation,  partnership,  or  associa- 
tion who  makes,  signs,  issues,  sells,  removes,  con- 
signs, or  ships  the  same,  or  for  whose  use  or  bene- 
fit the  same  are  made,  signed,  issued,  sold,  removed, 
consigned,  or  shipped,  the  several  taxes  specified  in 
such  schedule. 

Exemptions  g^,^^  rpj^^^^  ^j^^^^  gj^^jj  ^^^^^  ^^^^^ 

?y'rs'Govt!"o?its  this  title  any  bond,  note,  or  other  instrument, 
ex"if  G^vrnmL^r"  issucd  by  thc  United  States,  or  by  any  foreign  Gov- 
or'  JLoperaSvr'"^'  cmmcnt,  or  by  any  State,  Territory,  or  the  District 
associations  Columbia,  or  local  subdivision  thereof,  or  munici- 

pal or  other  corporation  exercising  the  taxing 
power,  when  issued  in  the  exercise  of  a  strictly  gov- 
ernmental, taxing,  or  municipal  function ;  or  stocks 
and  bonds  issued  by  cooperative  building  and  loan 
associations  which  are  organized  and  operated  ex- 
clusively for  the  benefit  of  their  members  and  make 
loans  only  to  their  shareholders,  or  by  mutual  ditch 
or  irrigating  companies. 

Sec.  802.    That  whoever— 

renames  (a)    Makcs,  sigus,  issues,  or  accepts,  or  causes 

to  be  made,  signed,  issued,  or  accepted,  any  instru- 
ment, document,  or  paper  of  any  kind  or  descrip- 
tion whatsoever  without  the  full  amount  of  tax 
thereon  being  duly  paid; 

(b)  Consigns  or  ships,  or  causes  to  be  con- 
signed or  shipped,  by  parcel  post  any  parcel,  pack- 
a/^e,  or  article  without  the  full  amount  of  tax  being 
duly  paid; 

(c)  Manufactures  or  imports  and  sells,  or 
offers  for  sale,  or  causes  to  be  manufactured  or  im- 
ported and  sold,  or  offered  for  sale,  any  playing 
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cards,  package,  or  other  article  without  the  full 
amount  of  tax  being  duly  paid; 

(d)  Makes  use  of  an  adhesive  stamp  to  de- 
note any  tax  imposed  by  this  title  without  cancel- 
ling or  obliterating  such  stamp  as  prescribed  in  sec- 
tion eight  hundred  and  four; 

Is  guilty  of  a  misdemeanor  and  upon  convic- 
tion thereof  shall  pay  a  fine  of  not  more  than  $100 
for  each  offense. 

Sec.  803.   That  whoever— 

Fraudulently  cuts,  tears,  or  removes  from  any 
vellum,  parchment,  paper,  instrument,  writing, 
package,  or  article,  upon  which  any  tax  is  imposed 
by  this  title,  any  adhesive  stamp  or  the  impression 
of  any  stamp,  die,  plate,  or  other  article  provided, 
made,  or  used  in  pursuance  of  this  title; 

(b)  Fraudulently  uses,  joins,  fixes,  or  places 
to,  with,  or  upon  any  vellum,  parchment,  paper, 
instrument,  writing,  package,  or  article,  upon 
which  any  tax  is  imposed  by  this  title,  (1)  any  ad- 
hesive stamp,  or  the  impression  of  any  stamp,  die, 
plate,  or  other  article,  which  has  been  cut,  torn, 
or  removed  from  any  other  vellum,  parchment,  pa- 
per, instrument,  writing,  package,  or  article,  upon 
which  any  tax  is  imposed  by  this  title,  or  (2)  any 
adhesive  stamp  or  the  impression  of  any  stamp,  die, 
plate,  or  other  article  of  insufficient  value;  or  (3) 
any  forged  or  counterfeit  stamp,  or  the  impression 
of  any  forged  or  counterfeited  stamp,  die,  plate,  or 
other  article; 

(c)  Willfully  removes,  or  alters  the  cancella- 
tion, or  defacing  marks  of,  or  otherwise  prepares, 
any  adhesive  stamp,  with  intent  to  use,  or  cause 
the  same  to  be  used,  after  it  has  been  already  used, 
or  knowingly  or  willfully  buys,  sells,  offers  for  sale, 
or  gives  away,  any  such  washed  or  restored  stamp 
to  any  person  for  use,  or  knowingly  uses  the  same; 
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(d)  Knowingly  and  without  lawful  excuse 
(the  burden  of  proof  of  such  excuse  being  on  the 
accused)  has  in  possession  any  washed,  restored, 
or  altered  stamp,  which  has  been  removed  from  any 
vellum,  parchment,  paper,  instrument,  writing, 
package,  or  article. 

Is  guilty  of  a  misdemeanor,  and  upon  convic- 
tion shall  be  punished  by  a  fine  of  not  more  than 
$1,000,  or  by  imprisonment  for  not  more  than  five 
years,  or  both,  in  the  discretion  of  the  court,  and 
any  such  reused,  canceled,  or  counterfeit  stamp 
and  the  vellum,  parchment,  document,  paper,  pack- 
age, or  article  upon  which  it  is  placed  or  impressed 
shall  be  forfeited  to  the  United  States. 

Sec.  804.  That  whenever  an  adhesive  stamp 
is  used  for  denoting  any  tax  imposed  by  this  title, 
except  as  hereinafter  provided,  the  person,  corpora- 
tion, partnership,  or  association,  using  or  affixing 
the  same  shall  write  or  stamp  or  cause  to  be  writ- 
ten or  stamped  thereupon  the  initials  of  his  or  its 
name  and  the  date  upon  which  the  same  is  attached 
or  used,  so  that  the  same  may  not  again  be  used: 
Provided,  That  the  Commissioner  of  Internal  Rev- 
enue may  prescribe  such  other  method  f«p  the  can- 
cellation of  such  stamps  as  he  may  deem  expedient. 

Sec.  805.  (a)  That  the  Commissioner  of  In- 
ternal Revenue  shall  cause  to  be  prepared  and  dis- 
tributed for  the  payment  of  the  taxes  prescribed 
in  this  title  suitable  stamps  denoting  the  tax  on  the 
document,  articles,  or  thing  to  which  the  same  may 
be  affixed,  and  shall  prescribe  such  method  for  the 
affixing  of  said  stamps  in  substitution  for  or  in 
addition  to  the  method  provided  in  this  title,  as  he 
may  deem  expedient. 

(b)  The  Commissioner  of  Internal  Revenue, 
with  the  approval  of  the  Secretary  of  the  Treasury, 
is  authorized  to  procure  any  of  the  stamps  pro- 
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vided  for  in  this  title  by  contract  whenever  such 
stamps  can  not  be  speedily  prepared  by  the  Bureau 
of  Engraving  and  Printing;  but  this  authority  shall 
expire  on  the  first  day  of  January,  nineteen  hun- 
dred and  eighteen,  except  as  to  imprinted  stamps 
furnished  under  contract,  authorized  by  the  Com- 
missioner of  Internal  Revenue. 

(c)    All  internal-revenue  laws  relating  to  the  Extension  of  exist- 

Tn«  n  11  administrative 

assessment  and  collection  of  taxes  are  hereby  ex-  provisions  to  this  tax 
tended  to  and  made  a  part  of  this  title,  so  far  as 
applicable,  for  the  purpose  of  collecting  stamp 
taxes  omitted  through  mistake  or  fraud  from  any 
instrument,  document,  paper,  writing,  parcel,  pack- 
age, or  article  named  herein. 

Sec.  806.  That  the  Commissioner  of  Internal  l^^^  officer"" 
Revenue  shall  furnish  to  the  Postmaster  General 
without  prepayment  a  suitable  quantity  of  adhe- 
sive stamps  to  be  distributed  to  and  kept  on  sale 
by  the  various  postmasters  in  the  United  States. 
The  Postmaster  General  may  require  each  such 
postmaster  to  give  additional  or  increased  bond  as 
postmaster  for  the  value  of  the  stamps  so  fur- 
nished, and  each  such  postmaster  shall  deposit  the 
receipts  from  the  sale  of  such  stamps  to  the  credit 
of  and  render  accounts  to  the  Postmaster  General 
at  such  times  and  in  such  form  as  he  may  by  regu- 
lations prescribe.  The  Postmaster  General  shall 
at  least  once  monthly  transfer  all  collections  from 
this  source  to  the  Treasury  as  internal-revenue  col- 
lections. 

Sec.  807.  That  the  collectors  of  the  several  |.  lg|t**T?easur- 
districts  shall  furnish  without  prepayment  to  any  depositaries 
assistant  treasurer  or  designated  depositary  of  the 
United  States  located  in  their  respective  collection 
districts  a  suitable  quantity  of.  adhesive  stamps  for 
sale.  In  such  cases  the  collector  may  require  a 
bond,  with  sufficient  sureties,  to  an  amount  equal  to 
the  value  of  the  adhesive  stamps  so  furnished,  con- 
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ditioned  for  the  faithful  return,  whenever  so  re- 
quired, of  all  quantities  or  amounts  undisposed  of, 
and  for  the  payment  monthly  of  all  quantities  or 
amounts  sold  or  not  remaining  on  hand.  The  Sec- 
retary of  the  Treasury  may  from  time  to  time  make 
such  regulations  as  he  may  find  necessary  to  insure 
the  safe-keeping  or  prevent  the  illegal  use  of  all 
such  adhesive  stamps. 


1^^"^*  ^-^^^""^  SCHEDULE  A. — STAMP  TAXES. 

1.  Bonds,  issue  of,  1.  Bonds  of  indebtedness:  Bonds,  deben- 
vliue  ^^''^           tures,  or  certificates  of  indebtedness  issued  on  and 

after  the  first  day  of  December,  nineteen  hundred 
and  seventeen,  by  any  person,  corporation,  part- 
nership, or  association,  on  each  $100  of  face  value 
or  fraction  thereof,  5  cents :  Provided,  That  every 
renewal  of  the  foregoing  shall  be  taxed  as  a  new 
issue:  Provided  further.  That  when  a  bond  con- 
ditioned for  the  repayment  or  payment  of  money 
is  given  in  a  penal  sum  greater  than  the  debt  se- 
cured, the  tax  shall  be  based  upon  the  amount 
secured. 

2.  Bonds,  indemnity  2.  Bouds,  indemnity  and  surety:  Bonds  for 
and  surety,  50c       indemnifying  any  person,  corporation,  partnership, 

or  corporation  who  shall  have  become  bound  or  en- 
gaged as  surety,  and  all  bonds  for  the  due  execu- 
tion or  performance  of  any  contract,  obligation,  or 
requirement,  or  the  duties  of  any  office  or  position, 
and  to  account  for  money  received  by  virtue  there- 
of, and  all  other  bonds  of  any  description,  except 
such  as  may  be  required  in  legal  proceedings,  not 
otherwise  provided  for  in  this  schedule,  50  cents: 
Provided,  That  where  a  premium  is  charged  for  the 
execution  of  such  bond  the  tax  shall  be  paid  at 
the  rate  of  one  per  centum  on  each  dollar  or  frac- 
tional part  thereof  of  the  premium  charged:  Pro- 
vided further.  That  policies  of  reinsurance  shall  be 
exempt  from  the  tax  imposed  by  this  subdivision. 
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3.    Capital  stock,  issue:  On  each  original  Luer^i^^on*each 
issue,  whether  on  organization  or  reorganization,  of  ^^^^ 
certificates  of  stock  by  any  association,  company, 
or  corporation,  on  each  $100  of  face  value  or  frac- 
tion thereof,  5  cents:  Provided,,  That  where  capi- 
tal stock  is  issued  without  face  value,  the  tax  shall  stock  issued  without 

,^  ,  -I  111  111'*      par  value,  5c  on 

be  5  cents  per  share,  unless  the  actual  value  is  m  each  $100  actual 
excess  of  $100  per  share,  in  which  case  the  tax  shall  " 
be  5  cents  on  each  $100  of  actual  value  or  frac- 
tion thereof. 


value 


where 


The  stamps  representing  the  tax  imposed  by  ^mSd^' 
this  subdivision  shall  be  attached  to  the  stock  books 
and  not  to  the  certificates  issued. 

4.  Capital  stock,  sales  or  transfers:  On  all  ^aies^^'*''^ 
sales,  or  agreements  to  sell,  or  memoranda  of  sales 
or  deliveries  of,  or  transfers  of  legal  title  to  shares 
or  certificates  of  stock  in  any  association,  company, 
or  corporation,  whether  made  upon  or  shown  by  the 
books  of  the  association,  company,  or  corporation, 
or  by  any  assignment  in  blank,  or  by  any  delivery, 
or  by  any  paper  or  agreement  or  memorandum  or 
other  evidence  of  transfer  or  sale,  whether  entitl- 
ing the  holder  in  any  manner  to  the  benefit  of  such 
stock  or  not,  on  each  $100  of  face  value  or  fraction 
thereof,  2  cents,  and  where  such  shares  of  stock  are 
without  par  value,  the  tax  shall  be  2  cents  on  the  face'^'Vaiue'  ^^^^ 
transfer  or  sale  or  agreement  to  sell  on  each  share, 
unless  the  actual  value  thereof  is  in  excess  of  $100 
per  share,  in  which  case  the  tax  shall  be  2  cents  on 
each  $100  of  actual  value  or  fraction  thereof ;  Pro- 
videdj  That  it  is  not  intended  by  this  title  to  im- 
pose a  tax  upon  an  agreement  evidencing  a  deposit 
of  stock  certificates  as  collateral  security  for  money 
loaned  thereon,  which  stock  certificates  are  not 
actually  sold,  nor  upon  such  stock  certificates  so 
deposited:  Provided  further.  That  the  tax  shall  not 

i       .  t  IT*  I  n  t  1       1         No  tax  on  deposit  as 

be  imposed  upon  deliveries  or  transfers  to  a  broker  collateral 
for  sale,  nor  upon  deliveries  or  transfers  by  a 
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No  tax  on  transfer 
to  broker  for  gale 


Stamps,  where 
affixed 


Memoranda  of  sale 


Penalties 


5.  Produce,  sales  of, 
on  exchange 


For  future  delivery, 
2c  per  $100 


broker  to  a  customer  for  whom  and  upon  whose 
order  he  has  purchased  same,  but  such  deliveries 
or  transfers  shall  be  accompanied  by  a  certificate 
setting  forth  the  facts:  Provided  further.  That  in 
case  of  sale  where  the  evidence  of  transfer  is  shown 
only  by  the  books  of  the  company  the  stamp  shall 
be  placed  upon  such  books;  and  where  the  change 
of  ownership  is  by  transfer  of  the  certificate  the 
stamp  shall  be  placed  upon  the  certificate ;  and  in 
cases  of  an  agreement  to  sell  or  where  the  trans- 
fer is  by  delivery  of  the  certificate  assigned  in  blank 
there  shall  be  made  and  delivered  by  the  seller  to 
the  buyer  a  bill  or  memorandum  of  such  sale,  to 
which  the  stamp  shall  be  afiixed;  and  every  bill  or 
memorandum  of  sale  or  agreement  to  sell  before 
mentioned  shall  show  the  date  thereof,  the  name 
of  the  seller,  the  amount  of  the  sale,  and  the  mat- 
ter or  thing  to  which  it  refers.  Any  person  or  per- 
sons liable  to  pay  the  tax  as  herein  provided,  or 
anyone  who  acts  in  the  matter  as  agent  or  broker 
for  such  person  or  persons  who  shall  make  any  such 
sale,  or  who  shall  in  pursuance  of  any  such  sale 
deliver  any  stock  or  evidence  of  the  sale  of  any 
stock  or  bill  or  memorandum  thereof,  as  herein 
required,  without  having  the  proper  stamps  affixed 
thereto,  with  intent  to  evade  the  foregoing  pro- 
visions shall  be  deemed  guilty  of  a  misdemeanor, 
and  upon  conviction  thereof  shall  pay  a  fine  of  not 
exceeding  $1,000,  or  be  imprisoned  not  more  than 
six  months,  or  both,  at  the  discretion  of  the  court. 

5.  Produce,  sales  of,  on  exchange:  Upon  each 
sale,  agreement  of  sale,  or  agreement  to  sell,  in- 
cluding so-called  transferred  or  scratch  sales,  any 
products  or  merchandise  at  any  exchange,  or  board 
of  trade,  or  other  similar  place,  for  future  deliv- 
ery, for  each  $100  in  value  of  the  merchandise  cov- 
ered by  said  sale  or  agreement  of  sale  or  agree- 
ment to  sell,  2  cents,  and  for  each  additional  $100 
or  fractional  part  thereof  in  excess  of  $100,  2  cents: 
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Memoranda  of  sale 


Provided,  That  on  every  sale  or  agreement  of  sale 
or  agreement  to  sell  as  aforesaid  there  shall  be 
made  and  delivered  by  the  seller  to  the  buyer  a 
bill,  memorandum,  agreement,  or  other  evidence 
of  such  sale,  agreement  of  sale,  or  agreement  to 
sell,  to  which  there  shall  be  affixed  a  lawful  stamp 
or  stamps  in  value  equal  to  the  amount  of  the  tax 
on  such  sale:  Provided  further.  That  sellers  of  ScT/*to '^JieariLg 
commodities  described  herein,  having  paid  the  tax  ^  ^^^"^ 

provided  by  this  subdivision,  may  transfer  such 
contracts  to  a  clearing  house  corporation  or  asso- 
ciation, and  such  transfer  shall  not  be  deemed  to 
be  a  sale,  or  agreement  of  sale,  or  an  agreement 
to  sell  within  the  provisions  of  this  Act,  provided 
that  such  transfer  shall  not  vest  any  beneficial  in- 
terest in  such  clearing  house  association  but  shall 
be  made  for  the  sole  purpose  of  enabling  such  clear- 
ing house  association  to  adjust  and  balance  the 
accounts  of  the  members  of  said  clearing  house 
association  on  their  several  contracts.    And  every         .  .    ^  . 

__     _  _  _  rti      stamps  to  be  affixed 

such  bill,  memorandum,  or  other  evidence  of  sale 
or  agreement  to  sell  shall  show  the  date  thereof, 
the  name  of  the  seller,  the  amount  of  the  sale,  and 
the  matter  or  thing  to  which  it  refers;  and  any  per- 
son or  persons  liable  to  pay  the  tax  as  herein  pro- 
vided, or  anyone  who  acts  in  the  matter  as  agent 
or  broker  for  such  person  or  persons,  who  shall 
make  any  such  sale  or  agreement  of  sale,  or  agree- 
ment to  sell,  or  who  shall,  in  pursuance  of  any  such 
sale,  agreement  of  sale,  or  agreement  to  sell,  de- 
liver any  such  products  or  merchandise  without  a 
bill,  memorandum,  or  other  evidence  thereof  as 
herein  required,  or  who  shall  deliver  such  bill, 
memorandum,  or  other  evidence  of  sale,  or  agree- 
ment to  sell,  without  having  the  proper  stamps 
affixed  thereto,  with  intent  to  evade  the  foregoing  i*e>»aitie9 
provisions,  shall  be  deemed  guilty  of  a  misde- 
meanor, and  upon  conviction  thereof  shall  pay  a 
fine  of  not  exceeding  $1,000,  or  be  imprisoned  not 
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more  than  six  months,  or  both,  at  the  discretion  of 
the  court. 


Immediate  delivery, 
sale  for,  not  taxes 


6.    Promissory  notes 
and  time  drafts, 
3c  per  $100 


7.  Conveyances 
$100  to  $500,  50c 
Each  additional, 
$500,  50c 


8.  Custom-house 
entries 

Less  than  $100,  25c 
$100  to  $500,  50c 

Over  500,  $1.00 


9.  Custom-house 
entries  for  with- 
drawal, oOc 


That  no  bill,  memorandum,  agreement,  or 
other  evidence  of  such  sale,  or  agreement  of  sale, 
or  agreement  to  sell,  in  case  of  cash  sales  of 
products  or  merchandise  for  immediate  or  prompt 
delivery  which  in  good  faith  are  actually  intended 
to  be  delivered  shall  be  subject  to  this  tax. 

6.  Drafts  or  checks  payable  otherwise  than 
at  sight  or  on  demand,  promissory  notes,  except 
bank  notes  issued  for  circulation,  and  for  each  re- 
newal of  the  same,  for  a  sum  not  exceeding  $100, 
2  cents;  and  for  each  additional  $100  or  fractional 
part  thereof,  2  cents. 

7.  Conveyance:  Deed,  instrument,  or  writ- 
ing, whereby  any  lands,  tenements,  or  other  realty 
sold  shall  be  granted,  assigned,  transferred,  or 
otherwise  conveyed  to,  or  vested  in,  the  purchaser 
or  purchasers,  or  any  other  person  or  persons,  by 
his,  her,  or  their  direction,  when  the  consideration 
or  value  of  the  interest  or  property  conveyed,  ex- 
clusive of  the  value  of  any  lien  or  encumbrance 
remaining  thereon  at  the  time  of  sale,  exceeds  $100 
and  does  not  exceed  $500,  50  cents;  and  for  each 
additional  $500  or  fractional  part  thereof  50  cents : 
Provided,  That  nothing  contained  in  this  paragraph 
shall  be  so  construed  as  to  impose  a  tax  upon  any 
instrument  or  writing  given  to  secure  a  debt. 

8.  Entry  of  any  goods,  wares,  or  merchan- 
dise at  any  custom-house,  either  for  consumption 
or  warehousing,  not  exceeding  $100  in  value,  25 
cents;  exceeding  $100  and  not  exceeding  $500  in 
value,  50  cents;  exceeding  $500  in  value,  $1. 

9.  Entry  for  the  withdrawal  of  any  goods  or 
merchandise  from  customs  bonded  warehouse,  50 
cents. 
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10.  Passage  ticket,  one  way  or  round  trip,  t«  on''"*' 
for  each  passenger,  sold  or  issued  in  the  United  ^i^H  \Z 
States  for  passage  by  any  vessel  to  a  port  or  place  J^'"!"! tax"* 
not  in  the  United  States,  Canada,  or  Mexico,  if  f^'"* 
costing  not  exceeding  $30,  $1 ;  costing  more  than 

$30  and  not  exceeding  $60,  $3;  costing  more  than  ?ra'*^f  ^S' 
$60,  $5 ;  Provided,  That  such  passage  tickets,  cost- 
ing $10  or  less,  shall  be  exempt  from  taxation. 

11.  Proxy   for   voting  at  any  election   for  11.  Proxies,  tax  10c 
officers,  or  meeting  for  the  transaction  of  business, 

of  any  incorporated  company  or  association,  except 
religious,  educational,  charitable,  fraternal,  or  liter- 
ary societies,  or  public  cemeteries,  10  cents. 

12.  Power  of  attorney   ranting  authority  to  12.  Power  of  attor- 

.  ney  tax  25c 

do  or  perform  some  act  for  or  in  behalf  of  the 
grantor,  which  authority  is  not  otherwise  vested 
in  the  grantee,  25  cents :  Provided,  That  no  stamps 
shall  be  required  upon  any  papers  necessary  to  be 
used  for  the  collection  of  claims  from  the  United 
States  or  from  any  State  for  pensions,  back  pay, 
bounty,  or  for  property  lost  in  the  military  or  naval 
service  or  upon  powers  of  attorney  required  in 
bankruptcy  cases. 

13.  Playing  cards :  Upon  every  pack  of  play-  13.  Playing:  cards, 
ing  cards  containing  not  more  than  fifty-four  pSk  ^'"^ 
cards,  manufactured  or  imported,  and  sold,  or  re- 
moved for  consumption  or  sale,  after  the  passage 

of  this  Act. 

14.  Parcel-post  packages:  Upon  every  par-  j^;  eleiTsc^XLlt 
eel  or  package  transported  from  one  point  in  the 

United  States  to  another  by  parcel  post  on  which 
the  postage  amounts  to  25  cents  or  more,  a  tax  of  1 
cent  for  each  25  cents  or  fractional  part  thereof 
charged  for  such  transportation,  to  be  paid  by  the 
consignor. 

No  such  parcel  or  package  shall  be  transported 
until  a  stamp  or  stamps  representing  the  tax  due 
shall  have  been  affixed  thereto. 
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War  estate  tax 


Title  IX. — ^War  Estate  Tax. 


Rates  of  tax 
Not  over 
$50,000—%% 


tax 


$50,000  to 
$150,000—1%  tax 


Supplementary  to  Sec.  900.   That  111  addltioii  to  the  tax  imposed 

of  Sept.  X 1916  by  section  two  hundred  and  one  of  the  Act  en- 
titled "An  Act  to  increase  the  revenue,  and  for 
other  purposes/'  approved  September  eighth,  nine- 
teen hundred  and  sixteen,  as  amended — 

Basis  of  tax  (a)    A  tax  cqual  to  the  following  percent- 

ages of  its  value  is  hereby  imposed  upon  the  trans- 
fer of  each  net  estate  of  every  decedent  dying  after 
the  passage  of  this  Act,  the  transfer  of  which  is 
taxable  under  such  section  (the  value  of  such  net 
estate  to  be  determined  as  provided  in  Title  2  of 
such  Act  of  September  eighth,  nineteen  hundred 
and  sixteen) : 

One-half  of  one  per  centum  of  the  amount  of 
such  net  estate  not  in  excess  of  $50,000; 

One  per  centum  of  the  amount  by  which  such 
net  estate  exceeds  $50,000  and  does  not  exceed 
$150,000; 

One  and  one-half  per  centum  of  the  amount 
by  which  such  net  estate  exceeds  $150,000  and  does 
not  exceed  $250,000; 

Two  per  centum  of  the  amount  by  which  such 
net  estate  exceeds  $250,000  and  does  not  exceed 
$450,000; 

**'^^P«nn**'o,,^  .  Two  and  one-half  per  centum  of  the  amount 

$1,000,000 — 2%%  tax  ^  i  11 

by  which  such  net  estate  exceeds  ^5450,000  and  does 
not  exceed  $1,000,000; 

Three  per  centum  of  the  amount  by  which 
such  net  estate  exceeds  $1,000,000  and  does  not  ex- 
ceed $2,000,000; 

$?  000  000  to  Three  and  one-half  per  centum  of  the  amount 

$3.000,000-3 -4%  tax  wWch  such  Hct  cstatc  exceeds  $2,000,000  and 
does  not  exceed  $3,000,000; 
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Four  per  centum  of  the  amount  by  which  such 
net  estate  exceeds  $3,000,000  and  does  not  exceed 
$4,000,000; 

Four  and  one-half  per  centum  of  the  amount  $4,000,000  to 
by  which  such  net  estate  exceeds  $4,000,000  and  ^^'«o^'«««-^^/^% 
does  not  exceed  $5,000,000; 

Five  per  centum  of  the  amount  by  which  such  $5,000,000  to 
net  estate  exceeds  $5,000,000  and  does  not  exceed 
$8,000,000; 

Seven  per  centum  of  the  amount  by  which  such  $8,000,000  to 
net  estate  exceeds  $8,000,000  and  does  not  exceed  ^^^'^^^'^^^—''^^ 
$10,000,000;  and 

Ten  per  centum  of  the  amount  by  which  such  o^er  $10,000,000— 

^  ,     ^  10%  tax 

net  estate  exceeds  $10,000,000. 

Sec.  901.  That  the  tax  imposed  by  this  title  J'ax^^does  n«*^^appiy 
shall  not  apply  to  the  transfer  of  the  net  estate  of  fer^ed  as  result  of 

T         T  i«i  •  'T.  death  while  in  mili- 

any  decedent  dymg  while  servmg  m  the  military  or  tary  service  of  ij._s. 
naval  forces  of  the  United  States,  during  the  con-  jurfe^s  received  'in ' 
tinuance  of  the  war  in  which  the  United  States  is 
now  engaged,  or  if  death  results  from  injuries 
received  or  disease  contracted  in  such  service,  with- 
in one  year  after  the  termination  of  such  war.  For 
the  purposes  of  this  section  the  termination  of  the 
war  shall  be  evidenced  by  the  proclamation  of  the 
president. 

Administrative 

Title  X. — Administrative  Provisions.  provisions 

Sec.  1000.  That  there  shall  be  levied,  col-  ISaJSrol 
lected,  and  paid  in  the  United  States,  upon  arti- 
cles  coming  into  the  United  States  from  the  West 
Indian  Islands  acquired  from  Denmark,  a  tax 
equal  to  the  internal-revenue  tax  imposed  in  the 
United  States  upon  like  articles  of  domestic  man- 
ufacture; such  articles  shipped  from  said  islands 
to  the  United  States  shall  be  exempt  from  the 
payment  of  any  tax  imposed  by  the  internal-rev- 
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enue  laws  of  said  islands:  Provided,  That  there 
shall  be  levied,  collected,  and  paid  in  said  islands, 
upon  articles  imported  from  the  United  States,  a 
tax  equal  to  the  internal-revenue  tax  imposed  in 
said  islands  upon  like  articles  there  manufactured; 
and  such  articles  going  into  said  islands  from  the 
United  States  shall  be  exempt  from  payment  of 
any  tax  imposed  by  the  internal-revenue  laws  of 
the  United  States. 


Extension  of 
present  administra- 
tive provisions  to 
tliis  Act 


Returns  by 
taxable  persons 


Extension  of 
time  of  payment 


Sec.  1001.  That  all  administrative,  special, 
or  stamp  provisions  of  law,  including  the  law  re- 
lating to  the  assessment  of  taxes,  so  far  as  applic- 
able, are  hereby  extended  to  and  made  a  part  of 
this  Act,  and  every  person,  corporation,  partner- 
ship, or  association  liable  to  any  tax  imposed  by 
this  Act,  or  for  the  collection  thereof,  shall  keep 
such  records  and  render,  under  oath,  such  state- 
ments and  returns,  and  shall  comply  with  such 
regulations  as  the  Commissioner  of  Internal  Rev- 
enue, with  the  approval  of  the  Secretary  of  the 
Treasury,  may  from  time  to  time  prescribe. 

Sec.  1002.  That  where  additional  taxes  are 
imposed  by  this  Act  upon  articles  or  commodi- 
ties, upon  which  the  tax  imposed  by  exftting  law 
has  been  paid,  the  person,  corporation,  partner- 
ship, or  association  required  by  this  Act  to  pay  the 
tax  shall,  within  thirty  days  after  its  passage, 
make  return  under  oath  in  such  form  and  under 
such  regulations  as  the  Commissioner  of  Internal 
Revenue  with  the  approval  of  the  Secretary  of  the 
Treasury  shall  prescribe.  Payment  of  the  tax 
shown  to  be  due  may  be  extended  to  a  date  not 
exceeding  seven  months  from  the  passage  of  this 
Act,  upon  the  filing  of  a  bond  for  payment  in  such 
form  and  amount  and  with  such  sureties  as  the 
Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury,  may 
prescribe. 
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Sec.  1003.  That  in  all  cases  where  the  method  be  mSffb? 
of  collecting  the  tax  imposed  by  this  Act  is  not  SSSTo^enie 
specifically  provided,  the  tax  shall  be  collected  in 
such  manner  as  the  Commissioner  of  Internal 
Revenue  with  the  approval  of  the  Secretary  of 
the  Treasury  may  prescribe.  All  administrative 
and  penalty  provisions  of  Title  VIII  of  this  Act, 
in  so  far  as  applicable,  shall  apply  to  the  collec- 
tion of  any  tax  which  the  Commissioner  of  Inter- 
nal Revenue  determines  or  prescribes  shall  be  paid 
by  stamp. 

Sec.  1004.  That  whoever  fails  to  make  any  prXLns 
return  required  by  this  Act  or  the  regulations 
made  under  authority  thereof  within  the  time  pre- 
scribed or  who  makes  any  false  or  fraudulent  re- 
turn, and  whoever  evades  or  attempts  to  evade 
any  tax  imposed  by  this  Act  or  fails  to  collect  or 
truly  to  account  for  and  pay  over  any  such  tax, 
shall  be  subject  to  a  penalty  of  not  more  than 
$1,000,  or  to  imprisonment  for  not  more  than  one 
year,  or  both,  at  the  discretion  of  the  court,  and  in 
addition  thereto  a  penalty  of  double  the  tax  evad- 
ed, or  not  collected,  or  accounted  for  and  paid 
over,  to  be  assessed  and  collected  in  the  same  man- 
ner as  taxes  are  assessed  and  collected,  in  any  case 
in  which  the  punishment  is  not  otherwise  specifically 
provided. 

Sec.  1005.  That  the  Commissioner  of  Inter- 
nal Revenue,  with  the  approval  of  the  Secretary 
of  the  Treasury,  is  hereby  authorized  to  make  all 
needful  rules  and  regulations  for  the  enforcement 
of  the  provisions  of  this  Act. 

Sec.  1006.  That  where  the  rate  of  tax  im-  ^^^eadVoTSand 
posed  by  this  Act,  payable  by  stamps,  is  an  in- 
crease over  previously  existing  rates,  stamps  on 
hand  in  the  collectors'  offices  and  in  the  Bureau 
of  Internal  Revenue  may  continue  to  be  used  un- 
til the  supply  on  hand  is  exhausted,  but  shall  be 
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sold  and  accounted  for  at  the  rates  provided  by 
this  Act,  and  assessment  shall  be  made  against 
manufacturers  and  other  taxpayers  having  such 
stamps  on  hand  on  the  day  this  Act  takes  effect 
for  the  difference  between  the  amount  paid  for 
such  stamps  and  the  tax  due  at  the  rates  provided 
by  this  Act. 

Sec.  1007.  That  (a)  if  any  person,  corpora- 
tion, partnership,  or  association  has  prior  to  May 
ninth,  nineteen  hundred  and  seventeen,  made  a 
bona  fide  contract  with  a  dealer  for  the  sale,  after 
the  tax  takes  effect,  of  any  article  (or,  in  the  case 
of  moving-picture  films,  such  a  contract  with  a 
dealer,  exchange,  or  exhibitor,  for  the  sale  or 
lease  thereof)  upon  which  a  tax  is  imposed  under 
Title  III,  IV,  or  VI,  or  under  subdivision  thir- 
teen of  Schedule  A  of  Title  VIII,  or  under  this 
section,  and  (b)  if  such  contract  does  not  permit 
the  adding  of  the  whole  of  such  tax  to  the  amount 
to  be  paid  under  such  contract,  then  the  vendee 
or  lessee  shall,  in  lieu  of  the  vendor  or  lessor,  pay 
so  much  of  such  tax  as  is  not  so  permitted  to  be 
added  to  the  contract  price. 

The  taxes  payable  by  the  vendee*  or  lessee 
under  this  section  shall  be  paid  to  the  vendor  or 
lessor  at  the  time  the  sale  or  lease  is  consum- 
mated, and  collected,  returned,  and  paid  to  the 
United  States  by  such  vendor  or  lessor  in  the 
same  manner  as  provided  in  section  five  hundred 
and  three. 

The  term  "dealer"  as  used  in  this  section  in- 
cludes a  vendee  who  purchases  any  article  with  in- 
tent to  use  it  in  the  manufacture  or  production  of 
another  article  intended  for  sale. 

Sec.  1008.  That  in  the  payment  of  any  tax 
under  this  Act  not  payable  by  stamp  a  fractional 
part  of  a  cent  shall  be  disregarded  unless  it  amounts 
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to  one-half  cent  or  more,  in  which  case  it  shall  be 
increased  to  one  cent. 

Sec.  1009.  That  the  Secretary  of  the  Treas-  p^ymiSS'^of 
urv»  under  rules  and  regulations  prescribed  by  him,  income  and 

_  .  I'll.'  1  excess  profits 

shall  permit  taxpayers  liable  to  income  and  excess  taxes 
profits  taxes  to  make  payments  in  advance  in  in- 
stallments or  in  whole  of  an  amount  not  in  excess 
of  the  estimated  taxes  which  will  be  due  from  them, 
and  upon  determination  of  the  taxes  actually  due 
any  amount  paid  in  excess  shall  be  refimded  as 
taxes  erroneously  collected:  Provided^  That  when  Regulations  tor 
payment  is  made  in  installments  at  least  one-fourth 
of  such  estimated  tax  shall  be  paid  before  the  ex- 
piration of  thirty  days  after  the  close  of  the  taxa- 
ble year,  at  least  an  additional  one-fourth  within 
two  months  after  the  close  of  the  taxable  year,  at 
least  an  additional  one-fourth  within  four  months 
after  the  close  of  the  taxable  year,  and  the  remain- 
der of  the  tax  due  on  or  before  the  time  now  fixed 
by  law  for  such  payment:  Provided  further,  that  Sr^pLpLymlnts 
the  Secretary  of  the  Treasury,  under  rules  and 
regulations  prescribed  by  him,  may  allow  credit 
against  such  taxes  so  paid  in  advance  of  an  amount 
not  exceeding  three  per  centum  per  annum  calcu- 
lated upon  the  amount  so  paid  from  the  date  of 
such  payment  to  the  date  now  fixed  by  law  for  such 
payment;  but  no  such  credit  shall  be  allowed  on 
payments  in  excess  of  taxes  determined  to  be  due, 
nor  on  payments  made  after  the  expiration  of  four 
and  one-half  months  after  the  close  of  the  taxable 
year.  All  penalties  provided  by  existing  law  for 
failure  to  pay  tax  when  due  are  hereby  made  appli- 
cable to  any  failure  to  pay  the  tax  at  the  time  or 
times  required  in  this  section. 

Sec.  1010.  That  under  rules  and  regulations  fayment  of 

•iiiif>«  /»i  1     taxes,  form  in 

prescribed  by  the  Secretary  of  the  Treasury,  col-  ^^^^  ^® 
lectors  of  internal  revenue  may  receive,  at  par  and 
accrued  interest,  certificates  of  indebtedness  issued 
under  section  six  of  the  Act  entitled  "An  Act  to 
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authorize  an  issue  of  bonds  to  meet  expenditures 
for  the  national  security  and  defense,  and,  for  the 
purpose  of  assisting  in  the  prosecution  of  the  war, 
to  extend  credit  to  foreign  governments,  and  for 
other  purposes,"  approved  April  twenty-fourth, 
nineteen  hundred  and  seventeen,  and  any  subse- 
quent act  or  acts,  and  uncertified  checks  in  pay- 
ment of  income  and  excess  profits  taxes,  during 
such  time  and  under  such  regulations  as  the  Com- 
missioner of  Internal  Revenue,  with  the  approval 
of  the  Secretary  of  the  Treasury,  shall  prescribe; 
but  if  a  check  so  received  is  not  paid  by  the  bank  on 
which  it  is  drawn  the  person  by  whom  such  check 
has  been  tendered  shall  remain  liable  for  the  pay- 
ment of  the  tax  and  for  all  legal  penalties  and  ad- 
ditions the  same  as  if  such  check  had  not  been  ten- 
dered. 

Title  XI. — Postal  Rates. 

Sec.  1100.  That  the  rate  of  postage  on  all 
mail  matter  of  the  first  class,  except  postal  cards, 
shall  thirty  days  after  the  passage  of  this  Act, 
be,  in  addition  to  the  existing  rate,  1  cent  for  each 
ounce  or  fraction  thereof:  Provided,  That  the 
rate  of  postage  on  drop  letters  of  the  first  class  shall 
be  2  cents  an  ounce  or  fraction  thereof.  Postal 
cards  and  private  mailing  or  post  cards,  when  com- 
plying with  the  requirements  of  existing  law,  shall 
be  transmitted  through  the  mails  at  1  cent  each  in 
addition  to  the  existing  rate. 

That  letters  written  and  mailed  by  soldiers, 
sailors,  and  marines  assigned  to  duty  in  a  foreign 
country  engaged  in  the  present  war  may  be  mailed 
free  of  postage,  subject  to  such  rules  and  regula- 
tions as  may  be  prescribed  by  the  Postmaster  Gen- 
eral. 

Sec.  1101.  That  on  and  after  July  first,  nine- 
teen hundred  and  eighteen,  the  rates  of  postage  on 
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publications  entered  as  second-class  matter  (includ- 
ing sample  copies  to  the  extent  of  ten  per  centum 
of  the  weight  of  copies  mailed  to  subscribers  dur- 
ing the  calendar  year)  when  sent  by  the  publisher 
thereof  from  the  Post  Office  of  publication  or  other 
Post  Office,  or  when  sent  by  a  news  agent  to  actual 
subscribers  thereto,  or  to  other  news  agents  for  the 
purpose  of  sale: 

(a)  In  the  case  of  the  portion  of  such  publi-  (a)  Portion  of 
cation  devoted  to  matter  other  than  advertisements,  SSvertisiSS 
shall  be  as  follows:   (1)  On  and  after  July  first, 

nineteen  hundred  and  eighteen,  and  until  July  first, 
nineteen  hundred  and  nineteen,  1^  cents  per 
pound  or  fraction  thereof;  (2)  on  and  after  July 
first,  nineteen  hundred  and  nineteen,  1%  cents  per 
pound  or  fraction  thereof; 

(b)  In  the  case  of  the  portion  of  such  publi-  j^^ii^ation" 
cation  devoted  to  advertisements  the  rates  per  containing 

IT  'I'        l  advertisements 

pound  or  fraction  thereof  tor  delivery  withm  the  ^^^J^^^J"^ 
several  zones  applicable  to  fourth-class  matter  shall 
be  as  follows  (but  where  the  space  devoted  to  ad- 
vertisements does  not  exceed  five  per  centum  of 
the  total  space,  the  rate  of  postage  shall  be  the 
same  as  if  the  whole  of  such  publication  was  de- 
voted to  matter  other  than  advertisements)  :  (1) 
On  and  after  July  first,  nineteen  hundred  and 
eighteen,  and  until  July  first,  nineteen  hundred  and  ^^^^^  ^^tes 
nineteen,  for  the  first  and  second  zones,  1^  cents;  efEective 
for  the  third  zone,  1^  cents;  for  the  fourth  zone, 
2  cents;  for  the  fifth  zone,  2^4  cents;  for  the  sixth 
zone,  2l/2  cents;  for  the  seventh  zone,  3  cents;  for 
the  eighth  zone,  3^/4  cents;  (2)  on  and  after  July 
first,  nineteen  hundred  and  nineteen,  and  until  July 
first,  nineteen  hundred  and  twenty,  for  the  first 
and  second  zones,  1^2  cents;  for  the  third  zone,  2 
cents;  for  the  fourth  zone,  3  cents;  for  the  fifth 
zone,  3%  cents ;  for  the  sixth  zone,  4  cents ;  for  the 
seventh  zone,  5  cents ;  for  the  eighth  zone,  5%  cents ; 
(3)  on  and  after  July  first,  nineteen  hundred  and 
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twenty  and  until  July  first,  nineteen  hundred  and 
twenty-one,  for  the  first  and  second  zones,  1% 
cents ;  for  the  third  zone,  21/^  cents ;  for  the  fourth 
zone,  4  cents ;  for  the  fifth  zone,  4%  cents ;  for  the 
sixth  zone,  5%  cents ;  for  the  seventh  zone,  7  cents ; 
for  the  eighth  zone,  7%  cents;  (4)  on  and  after 
July  first,  nineteen  hundred  and  twenty-one,  for 
the  first  and  second  zones,  2  cents;  for  the  third 
zone,  3  cents;  for  the  fourth  zone,  5  cents;  for  the 
fifth  zone,  6  cents;  for  the  sixth  zone,  7  cents;  for 
the  seventh  zone,  9  cents;  for  the  eighth  zone,  10 
cents ; 

(c)  With  the  first  mailing  of  each  issue  of 
each  such  publication,  the  publisher  shall  file  with 
the  Postmaster  a  copy  of  such  issue,  together  with 
a  statement  containing  such  information  as  the 
Postmaster  General  may  prescribe  for  determining 
the  postage  chargeable  thereon. 

Sec.  1102.  That  the  rate  of  postage  on  daily 
newspapers,  when  the  same  are  deposited  in  a  let- 
ter carrier  office  for  delivery  by  its  carriers,  shall 
be  the  same  as  now  provided  by  law ;  and  nothing  in 
this  title  shall  affect  existing  law  as  to  free  circula- 
tion and  existing  rates  on  second-class  J?iail  mat- 
ter within  the  county  of  publication:  Provided^ 
That  the  Postmaster  General  may  hereafter  re- 
quire publishers  to  separate  or  make  up  to  zones 
in  such  a  manner  as  he  may  direct  all  mail  matter 
of  the  second  class  when  offered  for  mailing. 

Sec.  1103.  That  in  the  case  of  newspapers 
and  periodicals  entitled  to  be  entered  as  second- 
class  matter  and  maintained  by  and  in  the  inter- 
est of  religious,  educational,  scientific,  philan- 
thropic, agricultural,  labor,  or  fraternal  organi- 
zations or  associations,  not  organized  for  profit 
and  none  of  the  net  income  of  which  inures  to  the 
benefit  of  any  private  stockholder  or  individual, 
the  second-class  postage  rates  shall  be,  irrespec- 
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tive  of  the  zone  in  which  delivered  (except  when 
the  same  are  deposited  in  a  letter-carrier  office  for 
delivery  by  its  carriers,  in  which  case  the  rates 
shall  be  the  same  as  now  provided  by  law),  1% 
cents  a  pound  or  fraction  thereof  on  and  after 
July  first,  nineteen  hundred  and  eighteen,  and  un- 
til .July  first,  nineteen  hundred  and  nineteen,  and 
on  and  after  July  first,  nineteen  hundred  and 
nineteen,  cents  a  pound  or  fraction  thereof. 
The  publishers  of  such  newspapers  or  periodicals 
before  being  entitled  to  the  foregoing  rates  shall 
furnish  to  the  Postmaster  General,  at  such  times 
and  under  such  conditions  as  he  may  prescribe, 
satisfactory  evidence  that  none  of  the  net  income 
of  such  organization  inures  to  the  benefit  of  any 
private  stockholder  or  individual. 

Sec.  1104.  That  where  the  total  weight  of  ^h7^t  o*?^ssne 
any  one  edition  or  issue  of  any  publication  mailed  ?**pound* 
to  any  one  zone  does  not  exceed  one  pound,  the 
rate  of  postage  shall  be  1  cent. 

Sec.  1105.  The  zone  rates  provided  by  this        j^tes  apply 

•        1     Til  M     T  entire  bulk 

title  shall  relate  to  the  entire  bulk  mailed  to  any  mailed 
one  zone  and  not  to  individually  addressed  pack- 
ages. 

Sec.  1106.    That  where  a  newspaper  or  peri-  ^^^^^^^''^ 
odical  is  mailed  by  other  than  the  publisher  or  his  J^,^^^!,^*^^^;^ 
agent  or  a  news  agent  or  dealer,  the  rate  shall  be  SSen/ 
the  same  as  now  provided  by  law. 

Sec.  1107.  That  the  Postmaster  General,  on 
or  before  the  tenth  day  of  each  month,  shall  pay 
into  the  general  fund  of  the  Treasury  an  amount 
equal  to  the  difference  between  the  estimated 
amount  received  during  the  preceding  month  for 
the  transportation  of  first-class  matter  through 
the  mails  and  the  estimated  amount  which  would 
have  been  received  under  the  provisions  of  the  law 
in  force  at  the  time  of  the  passage  of  this  Act. 
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Salaries  of 
postmasters 


Compensation 
of  third  class 
postmasters  on 
military  leave 


Ethyl  alcohol, 
re^nlations  for 
shipment  thru 
mail 


Sec.  1108.  That  the  salaries  of  postmasters 
at  offices  of  the  first,  second,  and  third  classes 
shall  not  be  increased  after  July  first,  nineteen 
hundred  and  seventeen,  during  the  existence  of 
the  present  war.  The  compensation  of  postmas- 
ters at  offices  of  the  fourth  class  shall  continue  to 
be  computed  on  the  basis  of  the  present  rates  of 
postage. 

Sec.  1109.  That  where  postmasters  at  offices 
of  the  third  class  have  been  since  May  first,  nine- 
teen hundred  and  seventeen,  or  hereafter  are 
granted  leave  without  pay  for  military  purposes, 
the  Postmaster  General  may  allow,  in  addition  to 
the  maximum  amounts  which  may  now  be  allowed 
such  offices  for  clerk  hire,  in  accordance  with  law, 
an  amount  not  to  exceed  fifty  per  centum  of  the 
salary  of  the  postmaster. 

Sec.  1110.  That  section  five  of  the  Act  ap- 
proved March  third,  nineteen  hundred  and  seven- 
teen, entitled  "An  Act  making  appropriations  for 
the  Post  Office  Department  for  the  year  ending 
June  thirtieth,  nineteen  hundred  and  eighteen," 
shall  not  be  construed  to  apply  to  ethyl  alcohol  for 
governmental,  scientific,  medicinal,  mechanical, 
manufacturing,  and  industrial  purposes,  and  the 
Postmaster  General  shall  prescribe  suitable  rules 
and  regulations  to  carry  into  effect  this  section  in 
connection  with  the  Act  of  which  it  is  amendatory, 
nor  shall  said  section  be  held  to  prohibit  the  use 
of  the  mails  by  regularly  ordained  ministers  of  re- 
ligion; or  by  officers  of  regularly  established 
churches,  for  ordering  wines  for  sacramental  uses, 
or  by  manufacturers  and  dealers  for  quoting  and 
billing  such  wines  for  such  purposes  only. 


Income  Tax 
Amendments 

Amendment  to 
Sec.  2  (a)  of 
Act  of 

September  8, 
1010 


Title  XII. — Income  Tax  Amendments. 

Sec  1200.  That  subdivision  (a)  of  section 
two  of  such  Act  of  September  eighth,  nineteen 
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hundred  and  sixteen,  is  hereby  amended  to  read  as 
follows : 

"(a)  That,  subject  only  to  such  exemptions  "d^lm^eSds'^'ia. 
and  deductions  as  are  hereinafter  allowed,  the  net  s^tlufn  I"*"*"* 
income  of  a  taxable  person  shall  include  gains,  as^seStiSn^sfi* 
profits,  and  income,  derived  from  salaries,  wages, 
or  compensation  for  personal  service  of  whatever 
kind  and  in  whatever  form  paid,  or  from  profes- 
sions, vocations,  businesses,  trade,  commerce,  or 
sales,  or  dealings  in  property,  whether  real  or  per- 
sonal, growing  out  of  the  ownership  or  use  of  or 
interest  in  real  or  personal  property,  also  from  in- 
terest, rent,  dividends,  securities,  or  the  transac- 
tion of  any  business  carried  on  for  gain  or  profit, 
or  gains  or  profits  and  income  derived  from  any 
source  whatever." 

Section  four  of  such  Act  of  September 
eighth,  nineteen  hundred  and  sixteen,  is  hereby 
amended  to  read  as  follows: 

"Sec.  4.  The  following  income  shall  be  ex-  . 

.  .  n     1  '       '  1  Amendment  to 

empt  irom  the  provisions  oi  this  title :  section  4 

"The  proceeds  of  life  insurance  policies  paid 
to  individual  beneficiaries  upon  the  death  of  the 
insured;  the  amount  received  by  the  insured,  as  a 
return  of  premium  or  premiums  paid  by  him  un- 
der life  insurance,  endowment,  or  annuity  con- 
tracts, either  during  the  term  or  at  the  maturity 
of  the  term  mentioned  in  the  contract  or  upon  sur- 
render of  the  contract;  the  value  of  property  ac- 
quired by  gift,  bequest,  devise,  or  descent  (but 
the  income  from  such  property  shall  be  included 
as  income) ;  interest  upon  the  obligations  of  a 
State  or  any  political  subdivision  thereof  or  upon  obligations  of 
the  obligations  of  the  United  States  (but,  in  the  ^^tev  AvH^^ev 
case  of  obligations  of  the  United  States  issued  i5empt*from 
after  September  first,  nineteen  hundred  and  sev-  }J*^eSlnt^^ 
enteen,  only  if  and  to  the  extent  provided  in  the  JJJJo^izin^  ^"^^ 
act  authorizing  the  issue  thereof)  or  its  posses- 
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sions  or  securities  issued  under  the  provisions  of 
the  Federal  Farm  Loan  Act  of  July  seventeenth, 
nineteen  hundred  and  sixteen;  the  compensation 
of  the  present  President  of  the  United  States  dur- 
ing the  term  for  which  he  has  been  elected  and  the 
judges  of  the  supreme  and  inferior  courts  of  the 
United  States  now  in  office,  and  the  compensa- 
tion of  all  officers  and  employees  of  a  State,  or 
any  political  subdivision  thereof,  except  when  such 
compensation  is  paid  by  the  United  States  Gov- 
ernment." 


Amendment  to 
Section  5, 
paragrraplis 
2  and  3 


Interest  paid  on 
Indebtedness 
incurred  for  tax 
exempt  securities 
cannot  be 
deducted  from 
individual 
income 


Income  and 
excess  profits 
taxes  paid 
wltbln  taxable 
year  cannot  be 
deducted  from 
Individual 
income 


Amendment  to 

Section  5 

New  parasrapb 


Cbaritable 
contributions 
deductible  from 
individual 
income  up  to 
15%  of  Hucb 
Income 


Sec.  1201.  (1)  That  paragraphs  second  and 
third  of  subdivision  (a)  of  section  five  of  such  Act 
of  September  eighth,  nineteen  hundred  and  six- 
teen, are  hereby  amended  to  read  as  follows: 

"Second.  All  interest  paid  within  the  year  on 
his  indebtedness  except  on  indebtedness  incurred 
for  the  purchase  of  obligations  or  securities  the  in- 
terest upon  which  is  exempt  from  taxation  as  in- 
come under  this  title; 

"Third.  Taxes  paid  within  the  year  imposed 
by  the  authority  of  the  United  States  (except  in- 
come and  excess  profits  taxes)  or  of  its  Terri- 
tories, or  possessions,  or  any  foreign  cmmtry,  or 
by  the  authority  of  any  State,  county,  school  dis- 
trict, or  municipality,  or  other  taxing  subdivision 
of  any  State,  not  including  those  assessed  against 
local  benefits;" 

(2)  Section  five  of  such  Act  of  September 
eighth,  nineteen  hundred  and  sixteen,  is  hereby 
amended  by  adding  at  the  end  of  subdivision  (a) 
a  further  paragraph  numbered  nine,  to  read  as 
follows : 

"Ninth.  Contributions  or  gifts  actually 
made  within  the  year  to  corporations  or  associa- 
tions organized  and  operated  exclusively  for  re- 
ligious, charitable,  scientific,  or  educational  pur- 
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poses,  or  to  societies  for  the  prevention  of  cruelty 
to  children  or  animals,  no  part  of  the  net  income 
of  which  inures  to  the  benefit  of  any  private  stock- 
holder or  individual,  to  an  amount  not  in  excess  of 
fifteen  per  centum  of  the  taxpayer's  taxable  net 
income  as  computed  without  the  benefit  of  this 
paragraph.  Such  contributions  or  gifts  shall  be 
allowable  as  deductions  only  if  verified  under  rules 
and  regulations  prescribed  by  the  Commissioner 
of  Internal  Revenue,  with  the  approval  of  the 
Secretary  of  the  Treasury." 

Sec.  1202.  That  (1)  paragraphs  second  and  te'Sfe^^ra 
third  of  subdivision  (a)  of  section  six  of  such  Act  3> 
of  September  eighth,  nineteen  hundred  and  six- 
teen, are  hereby  amended  to  read  as  follows: 

"Second.  The  proportion  of  all  interest  paid  interest  on  debt 
within  the  year  by  such  person  on  his  indebtedness  purchase  of  tax 

/  •  1  exempt  securities 

(except  on  mdebtedness  mcurred  lor  the  purchase  is  not  deductible 
of  obligations  or  securities  the  interest  upon  which  of  nonresident 
is  exempt  from  taxation  as  income  under  this 
title)  which  the  gross  amount  of  his  income  for 
the  year  derived  from  sources  within  the  United 
States  bears  to  the  gross  amount  of  his  income  for 
the  year  derived  from  all  sources  within  and  with- 
out the  United  States,  but  this  deduction  shall  be 
allowed  only  if  such  person  includes  in  the  return 
required  by  section  eight  all  the  information  neces- 
sary for  its  calculation; 

"Third.  Taxes  paid  within  the  year  imposed  Income  and 
by  the  authority  of  the  United  States  (except  in-  taxes  paid  are 
come  and  excess  profits  taxes),  or  of  its  Territor-  from  income  of 
ies,  or  possessions,  or  by  the  authority  of  any  nuens^^^^^^ 
State,  county,  school  district,  or  municipality,  or 
other  taxing  subdivision  of  any  State,  paid  within 
the  United  States,  not  including  those  assessed 
against  local  benefits;" 

(2)  Section  six  of  such  Act  of  September  s™f  ^f^Slw  *** 
eighth,  nineteen  hundred  and  sixteen,  is  also  fur-  paragrrapn 
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ther  amended  by  adding  a  new  subdivision  to  read 
as  follows: 

^H?nriu^st*fiie  "(c)    A  noniesident  alien  individual  shall  re- 

f o^btain  ceive  the  benefit  of  the  deductions  and  credits  pro- 

dlduStioiSs  and  vided  for  in  this  section  only  by  filing  or  causing 
credits  iq      Sled  with  the  collector  of  internal  revenue  a 

true  and  accurate  return  of  his  total  income,  re- 
ceived from  all  sources,  corporate  or  otherwise,  in 
the  United  States,  in  the  manner  prescribed  by 
this  title;  and  in  case  of  his  failure  to  file  such  re- 
turn the  collector  shall  collect  the  tax  on  such  in- 
come, and  all  property  belonging  to  such  non- 
resident alien  individual  shall  be  liable  to  distraint 
for  the  tax." 


Amendment  to 
Sec.  7 


Specific  personal 
exemption  is 
allowed  only  to 
citizens  or 
residents  of 
tlie  U.  S. 


Additional 
specific  personal 
exemption  of 
$200  for  eacli 
dependent  cliild 


Sec.  1203.  (1)  That  section  seven  of  such 
Act  of  September  eighth,  nineteen  hundred  and 
sixteen,  is  hereby  amended  to  read  as  follows: 

"Sec.  7.  That  for  the  purpose  of  the  normal 
tax  only,  there  shall  be  allowed  as  an  exemption 
in  the  nature  of  a  deduction  from  the  amount  of 
the  net  income  of  each  citizen  or  resident  of  the 
United  States,  ascertained  as  provided  herein,  the 
sum  of  $3,000,  plus  $1,000  additional  if  the  person 
making  the  return  be  a  head  of  a  f  amily^r  a  mar- 
ried man  with  a  wife  living  with  him,  or  plus  the 
sum  of  $1,000  additional  if  the  person  making  the 
return  be  a  married  woman  with  a  husband  living 
with  her;  but  in  no  event  shall  this  additional  ex- 
emption of  $1,000  be  deducted  by  both  a  husband 
and  a  wife:  Provided,  That  only  one  deduction  of 
$4,000  shall  be  made  from  the  aggregate  income 
of  both  husband  and  wife  when  living  together: 
Provided  further.  That  if  the  person  making  the 
return  is  the  head  of  a  family  there  shall  be  an 
additional  exemption  of  $200  for  each  child  de- 
pendent upon  such  person,  if  under  eighteen  years 
of  age,  or  if  incapable  of  self-support  because 
mentally  or  physically  defective,  but  this  provi- 
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sion  shall  operate  only  in  the  case  of  one  parent  in 
the  same  family:  Provided  further ^  That  guard- 
ians or  trustees  shall  be  allowed  to  make  this  per- 
sonal exemption  as  to  income  derived  from  the 
property  of  which  such  guardian  or  trustee  has 
charge  in  favor  of  each  ward  or  cestui  que  trust: 
Provided  further,  That  in  no  event  shall  a  ward  or 
cestui  que  trust  be  allowed  a  greater  personal  ex- 
emption than  as  provided  in  this  section  from  the 
amount  of  net  income  received  from  all  sources. 
There  shall  also  be  allowed  an  exemption  from 
the  amount  of  the  net  income  of  estates  of  de- 
ceased citizens  or  residents  of  the  United  States 
during  the  period  of  administration  or  settlement, 
and  of  trust  or  other  estate  of  citizens  or  resi- 
dents of  the  United  States  the  income  of  which  is 
not  distributed  annually  or  regularly  under  the 
provisions  of  subdivision  (b)  of  section  two,  the 
sum  of  $3,000,  including  such  deductions  as  are 
allowed  under  section  five."  Repeal  of  ( sec.  7, 

b )  requirement 
of  returns  from 

(2)  Subdivision  (b)  of  section  seven  of  such  ?H?;rto^Tbtain 
Act  of  September  eighth,  nineteen  hundred  and  ?lempSon 
sixteen,  is  hereby  repealed.  lonii^'aiiowed 

to  tbem) 

Sec.  1204.    (1)    That  subdivisions  (c)  and 
(e)  of  section  eight  of  such  Act  of  September  seTsf^JSf  ^ 
eighth,  nineteen  hundred  and  sixteen,  are  hereby 
amended  to  read  as  follows: 

"(c)  Guardians,  trustees,  executors,  adminis-  Fiduciaries 

,      ,  '  ,  T       n  need  make  no 

trators,  receivers,  conservators,  and  all  persons,  return  of  income 

J.  •,•  ,•         .  r>  -I      '  exceeding 

corporations,  or  associations,  acting  m  any  fiduci-  $3,000 
ary  capacity,  shall  make  and  render  a  return  of 
the  income  of  the  person,  trust,  or  estate  for  whom 
or  which  they  act,  and  be  subject  to  all  the  pro- 
visions of  this  title  which  apply  to  individuals. 
Such  fiduciary  shall  make  oath  that  he  has  suffi- 
cient knowledge  of  the  affairs  of  such  person, 
trust,  or  estate  to  enable  him  to  make  such  return 
and  that  the  same  is,  to  the  best  of  his  knowledge 
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Interest  on  U.  S. 
obligrations  is 
exempt  only  to 
extent  provided 
in  Act  of  issue 


and  belief,  true  and  correct,  and  be  subject  to  all 
the  provisions  of  this  title  which  apply  to  indi- 
viduals: Provided,  That  a  return  made  by  one  of 
two  or  more  joint  fiduciaries  filed  in  the  district 
where  such  fiduciary  resides,  under  such  regula- 
tions as  the  Secretary  of  the  Treasury  may  pre- 
scribe, shall  be  a  sufficient  compliance  with  the 
requirements  of  this  paragraph:  Provided  fur- 
ther. That  no  return  of  income  not  exceeding 
$3,000  shall  be  required  except  as  in  this  title 
otherwise  provided. 

"(e)  Persons  carrying  on  business  in  part- 
nership shall  be  liable  for  income  tax  only  in  their 
individual  capacity,  and  the  share  of  the  profits  of 
the  partnership  to  which  any  taxable  partner 
would  be  entitled  if  the  same  were  divided, 
whether  divided  or  otherwise,  shall  be  returned  for 
taxation  and  the  tax  paid  under  the  provisions  of 
this  title :  Provided,  That  from  the  net  distributive 
interests  on  which  the  individual  members  shall  be 
liable  for  tax,  normal  and  additional,  there  shall 
be  excluded  their  proportionate  shares  received 
from  interest  on  the  obligations  of  a  State  or  any 
political  or  taxing  subdivision  thereof,  and  upon 
the  obligations  of  the  United  States  *o 
the  extent  that  it  is  provided  in  the  Act  author- 
izing the  issue  of  such  obligations  of  the  United 
States  that  they  are  exempt  from  taxation)  and 
its  possessions,  and  that  for  the  purpose  of  com- 
puting the  normal  tax  there  shall  be  allowed  a 
credit,  as  provided  by  section  five,  subdivision  (b), 
for  their  proportionate  share  of  the  profits  derived 
from  dividends.  Such  partnership,  when  request- 
ed by  the  Commissioner  of  Internal  Revenue  or 
any  district  collector,  shall  render  a  correct  return 
of  the  earnings,  profits,  and  income  of  the  part- 
nership, except  income  exempt  under  section  four 
of  this  Act,  setting  forth  the  item  of  the  gross  in- 
come and  the  deductions  and  credits  allowed  by 
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this  title,  and  the  names  and  addresses  of  the  in- 
dividuals who  would  be  entitled  to  the  net  earn- 
ings, profits,  and  income,  if  distributed.  A  part- 
nership shall  have  the  same  privilege  of  fixing  and 
making  returns  upon  the  basis  of  its  own  fiscal 
year  as  is  accorded  to  corporations  under  this 
title.    If  a  fiscal  year  ends  during  nineteen  hun-  may'si^tiSir 

1  iij  i»       own  fiscal  year 

dred  and  sixteen  or  a  subsequent  calendar  year  tor 

which  there  is  a  rate  of  tax  different  from  the  rate 

for  the  preceding  calendar  year,  then  (1)  the 

rate  for  such  preceding  calendar  year  shall  apply  ^^^^^^^^^ 

to  an  amount  of  each  partner's  share  of  such  part-  calculation  ot 

nership  profits  equal  to  the  proportion  which  the  year  of 

part  of  such  fiscal  year  falling  within  such  calen-  ^*'**'*®'*®*'*» 

dar  year  bears  to  the  full  fiscal  year,  and  (2)  the 

rate  for  the  calendar  year  during  which  such  fiscal 

year  ends  shall  apply  to  the  remainder." 

(2)  Subdivision  (d)  of  section  eight  of  such  g^Yr^p^^vL^ion 
Act  of  September  eiajhth,  nineteen  hundred  and  relating  to 

.    ,  .    ^        ,  11  witliholdins  at 

Sixteen,  is  hereby  repealed.  source 

Sec.  1205.    (1)  That  subdivisions  (b),  (c),  f^f  9f'(S^*  fc), 
(f),  and  (g)  of  section  nine  of  such  Act  of  Sep-  ^"^^ 
tember  eighth,  nineteen  hundred  and  sixteen,  are 
hereby  amended  to  read  as  follows : 

"(b)  All  persons,  corporations,  partnerships,  witiiiioidingr  at 

T     .  .-^        .  ,     ,     source  applies 

associations,  and  insurance  companies,  m  what-  to  income 

•      1     T        1  J  accruing  to  non- 

ever  capacity  acting,  including  lessees  or  mortgag-  resident  aliens, 

(f         1  1  ill  •      except  income 

ors  01  real  or  personal  property,  trustees  acting  m  from  di^^idends 
any  trust  capacity,  executors,  administrators,  re- 
ceivers, conservators,  employers,  and  all  officers 
and  employees  of  the  United  States,  having  the 
control,  receipt,  custody,  disposal,  or  payment  of 
interest,  rent,  salaries,  wages,  premiums,  annuities, 
compensation,  remuneration,  emoluments,  or  other 
fixed  or  determinable  annual  or  periodical  gains, 
profits,  and  income  of  any  nonresident  alien  indi- 
vidual, other  than  income  derived  from  dividends 
on  capital  stock,  or  from  the  net  earnings  of  a 

77 


WAR  REVENUE  ACT 


Returns  and 
payment  of  tax 
vrltblield  to  tlie 
government 


Withholding  at 
source  applies 
to  normal  tax  on 
interest  from 
bonds  containing 
"tax-free" 
covenant,  nnless 
person  entitled 
to  same  files 
witli  withhold- 
ing agent  a 
claim  for 
exemption 
granted  under 
Sec.  7 


corporation,  joint-stock  company  or  association,  or 
insurance  company,  which  is  taxable  upon  its  net 
income  as  provided  in  this  title,  are  hereby  au- 
thorized and  required  to  deduct  and  withhold  from 
such  annual  or  periodical  gains,  profits,  and  in- 
come such  sum  as  will  be  sufficient  to  pay  the  nor- 
mal tax  imposed  thereon  by  this  title,  and  shall 
make  return  thereof  on  or  before  March  first  of 
each  year  and,  on  or  before  the  time  fixed  by  law 
for  the  payment  of  the  tax,  shall  pay  the  amount 
withheld  to  the  officer  of  the  United  States  Gov- 
ernment authorized  to  receive  the  same;  and  they 
are  each  hereby  made  personally  liable  for  such 
tax,  and  they  are  each  hereby  indemnified  against 
every  person,  corporation,  partnership,  associa- 
tion, or  insurance  company,  or  demand  whatsoever 
for  all  payments  which  they  shall  make  in  pursu- 
ance and  by  virtue  of  this  title. 

"(c)  The  amount  of  the  normal  tax  herein- 
before imposed  shall  also  be  deducted  and  with- 
held from  fixed  or  determinable  annual  or  period- 
ical gains,  profits,  and  income  derived  from  interest 
upon  bonds  and  mortgages,  or  deeds  of  trust  or 
other  similar  obligations  of  corporations,  joint- 
stock  companies,  associations  and  insurance  com- 
panies (if  such  bonds,  mortgages,  or  otiier  obliga- 
tions contain  a  contract  or  provision  by  which  the 
obligor  agrees  to  pay  any  portion  of  the  tax  im- 
posed by  this  title  upon  the  obligee  or  to  reimburse 
the  obligee  for  any  portion  of  the  tax  or  to  pay  the 
interest  without  deduction  for  any  tax  which  the 
obligor  may  be  required  or  permitted  to  pay  there- 
on or  to  retain  therefrom  under  any  law  of  the 
United  States),  whether  payable  annually  or  at 
shorter  or  longer  periods  and  whether  such  inter- 
est is  payable  to  a  non-resident  alien  individual  or 
to  an  individual  citizen  or  resident  of  the  United 
States,  subject  to  the  provisions  of  the  foregoing 
subdivision  (b)  of  this  section  requiring  the  tax  to 
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be  withheld  at  the  source  and  deducted  from  annual 
income  and  returned  and  paid  to  the  Government, 
imless  the  person  entitled  to  receive  such  interest 
shall  file  with  the  withholding  agent,  on  or  before 
February  first,  a  signed  notice  in  writing  claiming 
the  benefit  of  an  exemption  under  section  seven 
of  this  title. 

"(f)  All  persons,  corporations,  partnerships, 
or  associations,  undertaking  as  a  matter  of  busi- 
ness or  for  profit  the  collection  of  foreign  pay- 
ments of  interest  or  dividends  by  means  of  cou- 
pons, checks,  or  bills  of  exchange  shall  obtain  a 
license  from  the  Commissioner  of  Internal  Rev- 
enue, and  shall  be  subject  to  such  regulations  en- 
abling the  Government  to  obtain  the  information 
required  under  this  title,  as  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  shall  prescribe;  and  whoever 
knowingly  undertakes  to  collect  such  payments  as 
aforesaid  without  having  obtained  a  license  there- 
for, or  without  complying  with  such  regulations, 
shall  be  deemed  guilty  of  a  misdemeanor  and  for 
each  offense  be  fined  in  a  sum  not  exceeding 
$5,000,  or  imprisoned  for  a  term  not  exceeding 
one  year,  or  both,  in  the  discretion  of  the  court. 

"(g)  The  tax  herein  imposed  upon  gains, 
profits,  and  incomes  not  falling  under  the  forego- 
ing and  not  returned  and  paid  by  virtue  of  the 
foregoing  or  as  otherwise  provided  by  law  shall  be 
assessed  by  personal  return  under  rules  and  regu- 
lations to  be  prescribed  by  the  Commissioner  of 
Internal  Revenue  and  approved  by  the  Secretary 
of  the  Treasury.  The  intent  and  purpose  of  this 
title  is  that  all  gains,  profits,  and  income  of  a  tax- 
able class,  as  defined  by  this  title,  shall  be  charged 
and  assessed  with  the  corresponding  tax,  normal 
and  additional,  prescribed  by  this  title,  and  said 
tax  shall  be  paid  by  the  owner  of  such  income,  or 
the  proper  representative  having  the  receipt,  cus- 
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tody,  control,  or  disposal  of  the  same.  For  the 
purpose  of  this  title  ownership  or  liability  shall  be 
determined  as  of  the  year  for  which  a  return  is 
required  to  be  rendered. 


Provisions  of 
Sec.  9  (except 


"The  provisions  of  this  section,  except  subdi- 
as%^*^^thiioiL  vision  (c)  relating  to  the  deduction  and  payment 
ins  at  source      q{       tax  at  thc  sourcc  of  income  shall  only  apply 

apply  only  to  i   .         i         •    i     n  •  i 

normal  tax  on  ^o  thc  uormal  tax  herembeiore  miposed  upon  non- 
non-resident  •    T  •  T     1  JJ 

aliens  rcsidcut  alicn  mdividuals. 

9,^?d"^and^(e),  (2)  Subdivislous  (d)  and  (e)  of  section  nine 

w^thifoi^nj**"* '    of  such  Act  of  September  eighth,  nineteen  hun- 
dred and  sixteen,  are  hereby  repealed. 


tax  at  source 


s^fio^iT)*  iTiie  1206.   (1)   That  the  first  paragraph  of 

definition  of  scctiou  tcu  of  sucli  Act  of  September  eighth,  nine- 
dividends  is  1.,  1  11. 

omitted  from      tccu  huudrcd  and  sixteen,  is  hereby  amended  to 

Sec.  10,  and  t  o  ^^ 

re-inserted  as         rCad  aS  lOllOWS  t 
Sec.  31) 

"Sec.  10.  (a)  That  there  shall  be  levied,  as- 
sessed, collected,  and  paid  annually  upon  the  total 
net  income  received  in  the  preceding  calendar  year 
from  all  sources  by  every  corporation,  joint-stock 
company  or  association,  or  insurance  company,  or- 
ganized in  the  United  States,  no  matter  how  created 
or  organized,  but  not  including  partner^Jiips,  a  tax 
of  two  per  centum  upon  such  income ;  and  a  like  tax 
shall  be  levied,  assessed,  collected,  and  paid  annu- 
ally upon  the  total  net  income  received  in  the  pre- 
ceding calendar  year  from  all  sources  within  the 
United  States  by  every  corporation,  joint-stock 
company  or  association,  or  insurance  company,  or- 
ganized, authorized,  or  existing  under  the  laws  of 
any  foreign  country,  including  interest  on  bonds, 
notes,  or  other  interest-bearing  obligations  of  resi- 
dents, corporate  or  otherwise,  and  including  the  in- 
come derived  from  dividends  on  capital  stock  or 
from  net  earnings  of  resident  corporations,  joint- 
stock  companies  or  associations,  or  insurance  com- 
panies, whose  net  income  is  taxable  under  this  title." 
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(2)  Section  ten  of  such  Act  of  September 
eighth,  nineteen  hundred  and  sixteen,  is  hereby  fur- 
ther amended  by  adding  a  new  subdivision  as  fol- 
lows: 

"(b)    In  addition  to  the  income  tax  imposed  Addition  to 
by  subdivision  (a)  of  this  section  there  shall  be  lev- 
ied, assessed,  collected,  and  paid  annually  an  addi- 
tional tax  of  ten  per  centum  upon  the  amount  re- 
maining undistributed  six  months  after  the  end  of  pro^^^^'j^^of 
each  calendar  or  fiscal  year,  of  the  total  net  income  10% 

n  .  .  •    •    ,      ,      1  Dednctions 

of  every  corporation,  jomt-stock  company  or  asso- 
ciation, or  insurance  company,  received  during  the 
year,  as  determined  for  the  purposes  of  the  tax  im- 
posed by  such  subdivision  (a) ,  but  not  including  the 
amount  of  any  income  taxes  paid  by  it  within  the 
year  imposed  by  the  authority  of  the  United  States. 

"The  tax  imposed  by  this  subdivision  shall  not  Income  actually 
apply  to  that  portion  of  such  undistributed  net  m-  used  in  business 
come  which  is  actually  invested  and  employed  in  e^e"'^*^* 
the  business  or  is  retained  for  employment  in  the  Jj^'^^l/'^y^^*®* 
reasonable  requirements  of  the  business  or  is  in-  a£te^"slptlmbe? 
vested  in  obligations  of  the  United  States  issued  exempted* 
after  September  first,  nineteen  hundred  and  seven-  mcome  declared 
teen:  Provided,  That  if  the  Secretary  of  the  Treas-  ^^^Ko^ZTZ^a 
ury  ascertains  and  finds  that  any  portion  of  such  ^Ts*^  ^®  taxed 
amount  so  retained  at  any  time  for  employment  in  JSfT^and^"  *** 
the  business  is  not  so  employed  or  is  not  reasonably  years 
required  in  the  business  a  tax  of  fifteen  per  centum 
shall  be  levied,  assessed,  collected  and  paid  thereon. 

"The  foregoing  tax  rates  shall  apply  to  the 
undistributed  net  income  received  by  every  taxable 
corporation,  joint-stock  company  or  association,  or 
insurance  company  in  the  calendar  year  nineteen 
hundred  and  seventeen  and  in  each  year  thereafter, 
except  that  if  it  has  fixed  its  own  fiscal  year  under 
the  provisions  of  existing  law,,  the  foregoing  rates 
shall  apply  to  the  proportion  of  the  taxable  undis- 
tributed net  income  returned  for  the  fiscal  year  end- 
ing prior  to  December  thirty-first,  nineteen  hun- 
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dred  and  seventeen,  which  the  period  between  Jan- 
uary first,  nineteen  hundred  and  seventeen,  and  the 
end  of  such  fiscal  year  bears  to  the  whole  of  such 
fiscal  year." 

Ame^|n*ent  to  Sec.  1207.  (l)    That  paragraphs  third  and 

and  4r  '  fourth  of  subdivisiou  (a)  of  section  twelve  of  such 
Act  of  September  eighth,  nineteen  hundred  and 
sixteen,  are  hereby  amended  to  read  as  follows: 

Domestic  "Third.    The  amount  of  interest  paid  within 

corporations  /  •tit 

Som  ^Slome '^^'^         ^^^^  mdebtcdncss  (except  on  mdebted- 

interest  paid  on  ncss  iucurrcd  for  the  purchase  of  obligations  or  se- 

debt  incarred  in  •.  •        .i       •    j.         .  1  •  i     •  i.  n 

pnrciiase  of  tax-  curitics  thc  mtcrcst  upon  which  is  exempt  irom 
feci^ities  taxation  as  income  under  this  title)  to  an  amount 

of  such  indebtedness  not  in  excess  of  the  sum  of 
(a)  the  entire  amount  of  the  paid-up  capital  stock 
outstanding  at  the  close  of  the  year,  or,  if  no  capi- 
tal stock,  the  entire  amount  of  capital  employed  in 
the  business  at  the  close  of  the  year,  and  (b)  one- 
half  of  its  interest-bearing  indebtedness  then  out- 
standing: Provided,  That  for  the  purpose  of  this 
title  preferred  capital  stock  shall  not  be  considered 
interest-bearing  indebtedness,  and  interest  or  divi- 
dends paid  upon  this  stock  shall  not  be  deductible 
from  gross  income:  Provided  further.  That  in 
cases  wherein  shares  of  capital  stoclT  are  issued 
without  par  or  nominal  value,  the  amount  of  paid- 
up  capital  stock,  within  the  meaning  of  this  sec- 
tion, as  represented  by  such  shares,  will  be  the 
amount  of  cash,  or  its  equivalent,  paid  or  trans- 
ferred to  the  corporation  as  a  consideration  for 
such  shares:  Provided  further.  That  in  the  case 
of  indebtedness  wholly  secured  by  property  collat- 
eral, tangible  or  intangible,  the  subject  of  sale  or 
hypothecation  in  the  ordinary  business  of  such 
corporation,  joint-stock  company  or  association  as 
a  dealer  only  in  the  property  constituting  such  col- 
lateral, or  in  loaning  the  funds  thereby  procured, 
the  total  interest  paid  by  such  corporation,  com- 
pany, or  association  within  the  year  on  any  such 
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indebtedness  may  be  deducted  as  a  part  of  its  ex- 
penses of  doing  business,  but  interest  on  such  in- 
debtedness shall  only  be  deductible  on  an  amount 
of  such  indebtedness  not  in  excess  of  the  actual 
value  of  such  property  collateral:  Provided  fur- 
ther. That  in  the  case  of  bonds  or  other  indebted- 
ness, which  have  been  issued  with  a  guaranty  that 
the  interest  payable  thereon  shall  be  free  from 
taxation,  no  deduction  for  the  payment  of  the  tax 
herein  imposed,  or  any  other  tax  paid  pursuant  to 
such  guaranty,  shall  be  allowed;  and  in  the  case 
of  a  bank,  banking  association,  loan  or  trust  com- 
pany, interest  paid  within  the  year  on  deposits  or 
on  moneys  received  for  investment  and  secured  by 
interest-bearing  certificates  of  indebtedness  issued 
by  such  bank,  banking  association,  loan  or  trust 
company  shall  be  deducted; 

"Fourth.    Taxes  paid  within  the  year  im-  SSt^dednc't'^  " 
posed  by  the  authority  of  the  United  States  (ex-  exce^^^oAts 
cept  income  and  excess  profits  taxes),  or  of  its  iet^nJo^ 
Territories,  or  possessions,  or  any  foreign  country, 
or  by  the  authority  of  any  State,  county,  school 
district,  or  municipality,  or  other  taxing  subdivi- 
sion of  any  State,  not  including  those  assessed 
against  local  benefits." 

(2)  Paragraphs  third  and  fourth  of  subdivi-  g^Sf  ilrcS!  3 
sion  (b)  of  section  twelve  of  such  Act  of  Sep-  a^^*  4)' 
tember  eighth,  nineteen  hundred  and  sixteen,  are 
hereby  amended  to  read  as  follows: 

"Third.  The  amount  of  interest  paid  within 
the  year  on  its  indebtedness  (except  on  indebted- 
ness incurred  for  the  purchase  of  obligations  or  se- 
curities the  interest  upon  which  is  exempt  from  tax- 
ation as  income  under  this  title)  to  an  amount  of 
such  indebtedness  not  in  excess  of  the  proportion 
of  the  sum  of  (a)  the  entire  amount  of  the  paid-up 
capital  stock  outstanding  at  the  close  of  the  year, 
or,  if  no  capital  stock,  the  entire  amount  of  the 
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capital  employed  in  the  business  at  the  close  of  the 
year,  and  (b)  one-half  of  its  interest-bearing  in- 
debtedness then  outstanding,  which  the  gross 
amount  of  its  income  for  the  year  from  business 
transacted  and  capital  invested  within  the  United 
States  bears  to  the  gross  amount  of  its  income  de- 
rived from  all  sources  within  and  without  the 
United  States :  Provided,  That  in  the  case  of  bonds 
or  other  indebtedness  which  have  been  issued  with 
a  guaranty  that  the  interest  payable  thereon  shall 
be  free  from  taxation,  no  deduction  for  the  pay- 
ment of  the  tax  herein  imposed  or  any  other  tax 
paid  pursuant  to  such  guaranty  shall  be  allowed; 
and  in  case  of  a  bank,  banking  association,  loan  or 
trust  company,  or  branch  thereof,  interest  paid 
within  the  year  on  deposits  by  or  on  moneys  re- 
ceived for  investment  from  either  citizens  or  resi- 
dents of  the  United  States  and  secured  by  interest- 
bearing  certificates  of  indebtedness  issued  by  such 
bank,  banking  association,  loan  or  trust  company, 
or  branch  thereof ; 

"Fourth.  Taxes  paid  within  the  year  imposed 
by  the  authority  of  the  United  States  (except  in- 
come and  excess  profits  taxes),  or  of  its  Terri- 
tories, or  possessions,  or  by  the  authority  of  any 
State,  county,  school  district,  or  municipality,  or 
other  taxing  subdivision  of  any  State,  paid  within 
the  United  States,  not  including  those  assessed 
against  local  benefits." 

Sec.  1208.  That  subdivision  (e)  of  section 
thirteen  of  such  Act  of  September  eighth,  nine- 
teen hundred  and  sixteen,  is  hereby  amended  to 
read  as  follows: 

"(e)  All  the  provisions  of  this  title  relating 
to  the  tax  authorized  and  required  to  be  deducted 
and  withheld  and  paid  to  the  officer  of  the  United 
States  Government  authorized  to  receive  the  same 
from  the  income  of  nonresident  alien  individuals 
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from  sources  within  the  United  States  shall  be 
made  applicable  to  the  tax  imposed  by  subdivi- 
sion (a)  of  section  ten  upon  incomes  derived  from 
interest  upon  bonds  and  mortgages  or  deeds  of 
trust  or  similar  obligations  of  domestic  or  other 
resident  corporations,  joint-stock  companies  or 
associations,  and  insurance  companies  by  nonresi- 
dent alien  firms,  copartnerships,  companies,  cor- 
porations, joint-stock  companies  or  associations, 
and  insurance  companies,  not  engaged  in  business 
or  trade  within  the  United  States  and  not  having 
any  office  or  place  of  business  therein." 

Sec.  1209.   That  section  eighteen  of  such  Act  t^S.^ii"*^'^* 
of  September  eighth,  nineteen  hundred  and  six- 
teen, is  hereby  amended  to  read  as  follows : 

"Sec.  18.    That    any   person,    corporation,  f^?Sie7o 'pay  a 
partnership,  association,  or  insurance  company,  lia-  {Sfo?mation,^Si^ 
ble  to  pay  the  tax  to  make  a  return  or  to  supply  frandSeLt*"*^ 
information  required  under  this  title,  who  refuses  *'**<M^"*ation 
or  neglects  to  pay  such  tax,  to  make  such  return 
or  to  supply  such  information  at  the  time  or  times 
herein  specified  in  each  year,  shall  be  liable,  ex- 
cept as  otherwise  specially  provided  in  this  title, 
to  a  penalty  of  not  less  than  $20  nor  more  than 
$1,000.    Any  individual  or  any  officer  of  any  cor- 
poration, partnership,  association,  or  insurance 
company,  required  by  law  to  make,  render,  sign, 
or  verify  any  return  or  to  supply  any  informa- 
tion, who  makes  any  false  or  fraudulent  return  or 
statement  with  intent  to  defeat  or  evade  the  as- 
sessment required  by  this  title  to  be  made,  shall 
be  guilty  of  a  misdemeanor,  and  shall  be  fined  not 
exceeding  $2,000  or  be  imprisoned  not  exceeding 
one  year,  or  both,  in  the  discretion  of  the  court, 
with  the  costs  of  prosecution:   Provided,  That 
where  any  tax  heretofore  due  and  payable  has 
been  duly  paid  by  the  taxpayer,  it  shall  not  be 
re-collected  from  any  withholding  agent  required 
to  retain  it  at  its  source,  nor  shall  any  penalty  be 
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imposed  or  collected  in  such  cases  from  the  tax- 
payer, or  such  withholding  agent  whose  duty  it 
was  to  retain  it,  for  failure  to  return  or  pay  the 
same,  unless  such  failure  was  fraudulent  and  for 
the  purpose  of  evading  payment." 

Sec.  1210.  That  section  twenty-six  of  such 
Act  of  September  eighth,  nineteen  hundred  and 
sixteen,  as  amended  by  the  Act  entitled  "An  Act 
to  provide  increased  revenue  to  defray  the  ex- 
penses of  the  increased  appropriations  for  the 
Army  and  Navy  and  the  extensions  of  fortifica- 
tions, and  for  other  purposes,"  approved  March 
third,  nineteen  hundred  and  seventeen,  is  hereby 
amended  to  read  as  follows: 

"Sec.  26.  Every  corporation,  joint-stock 
company  or  association,  or  insurance  company 
subject  to  the  tax  herein  imposed,  when  required 
by  the  Commissioner  of  Internal  Revenue,  shall 
render  a  correct  return,  duly  verified  under  oath, 
of  its  payments  of  dividends,  whether  made  in 
cash  or  its  equivalent  or  in  stock,  including  the 
names  and  addresses  of  stockholders  and  the  num- 
ber of  shares  owned  by  each,  and  the  tax  years 
and  the  applicable  amounts  in  which  such  divi- 
dends were  earned,  in  such  form  andTnanner  as 
may  be  prescribed  by  the  Commissioner  of  Inter- 
nal Revenue,  with  the  approval  of  the  Secretary 
of  the  Treasury." 

^n'SSmt'^^ri  Law  Sec.  1211.  That  Title  I  of  such  Act  of  Sep- 
secuonsT  tcmbcr  eighth,  nineteen  hundred  and  sixteen,  is 

hereby  amended  by  adding  to  Part  III  six  new 

sections,  as  follows: 

"Sec.  27.  That  every  person,  corporation, 
partnership,  or  association,  doing  business  as  a 
broker  on  any  exchange  or  board  of  trade  or 
other  similar  place  of  business  shall,  when  required 
by  the  Commissioner  of  Internal  Revenue,  render 
a  correct  return  duly  verified  under  oath,  under 
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such  rules  and  regulations  as  the  Commissioner 
of  Internal  Revenue,  with  the  approval  of  the 
Secretary  of  the  Treasury,  may  prescribe,  show- 
ing the  names  of  customers  for  whom  such  person, 
corporation,  partnership,  or  association  has  trans- 
acted any  business,  with  such  details  as  to  the 
profits,  losses,  or  other  information  which  the 
commissioner  may  require,  as  to  each  of  such  cus- 
tomers, as  will  enable  the  Commissioner  of  Inter- 
nal Revenue  to  determine  whether  all  income  tax 
due  on  profits  or  gains  of  such  customers  has  been 
paid. 

New  Sec.  as 

"Sec.  28.  That  all  persons,  corporations,  Sild^'anr 
partnerships,  associations,  and  insurance  com-  plymTntf ^I? 
panics,  in  whatever  capacity  acting,  including  ?ea«i?ed' 
lessees  or  mortgagors  of  real  or  personal  property, 
trustees  acting  in  any  trust  capacity,  executors, 
administrators,  receivers,  conservators,  and  em- 
ployers, making  payment  to  another  person,  cor- 
poration, partnership,  association,  or  insurance 
company,  of  interest,  rent,  salaries,  wages,  pre- 
miums, annuities,  compensation,  remimeration 
emoluments,  or  other  fixed  or  determinable  gains, 
profits,  and  income  (other  than  payments  de- 
scribed in  sections  twenty-six  and  twenty-seven), 
of  $800  or  more  in  any  taxable  year,  or,  in  the 
case  of  such  payments  made  by  the  United  States, 
the  officers  or  employees  of  the  United  States 
having  information  as  to  such  payments  and  re- 
quired to  make  returns  in  regard  thereto  by  the 
regulations  hereinafter  provided  for,  are  hereby 
authorized  and  required  to  render  a  true  and  ac- 
curate return  to  the  Commissioner  of  Internal 
Revenue,  under  such  rules  and  regulations  and  in 
such  form  and  manner  as  may  be  prescribed  by 
him,  with  the  approval  of  the  Secretary  of  the 
Treasury,  setting  forth  the  amount  of  such  gains, 
profits,  and  income,  and  the  name  and  address  of 
the  recipient  of  such  payment:  Provided,  That 
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Disclosure  of 
interest 
payments  on 
bonds, 

mortgragres  and 
deeds  of  trust 


Names  and 
addresses  of 
recipients  must 
be  furnisbed 


Provisions  as  to 
Information  do 
not  apply  to 
IT.  S.  securities 


such  returns  shall  be  required,  regardless  of 
amounts,  in  the  case  of  payments  of  interest  upon 
bonds  and  mortgages  or  deeds  of  trust  or  other 
similar  obligations  of  corporations,  joint-stock 
companies,  associations,  and  insurance  companies, 
and  in  the  case  of  collections  of  items  (not  pay- 
able in  the  United  States)  of  interest  upon  the 
bonds  of  foreign  countries  and  interest  from  the 
bonds  and  dividends  from  the  stock  of  foreign 
corporations  by  persons,  corporations,  partner- 
ships, or  associations,  undertaking  as  a  matter  of 
business  or  for  profit  the  collection  of  foreign  pay- 
ments of  such  interest  or  dividends  by  means  of 
coupons,  checks,  or  bills  of  exchange. 

"When  necessary  to  make  effective  the  pro- 
visions of  this  section  the  name  and  address  of  the 
recipient  of  income  shall  be  furnished  upon  de- 
mand of  the  person,  corporation,  partnership,  as- 
sociation, or  insurance  company  paying  the  in- 
come. 

"The  provisions  of  this  section  shall  apply  to 
the  calendar  year  nineteen  hundred  and  seven- 
teen and  each  calendar  year  hereafter,  but  shall 
not  apply  to  the  payment  of  interest  on  obliga- 
tions of  the  United  States.  * 


"Sec.  29.  That  in  assessing  income  tax  the 
net  income  embraced  in  the  return  shall  also  be 

any  excess  profits 


New  Sec.  29 
Kxcess  profits 
taxes  assessed 

for  taxable  year  ,        .  -       ,  .  i? 

may  be  deducted  Credited  With  thc  amouut  OI 

from  income  for  .  t  i         a     t      j*  i  i  j* 

income  tax  tax  imposcd  by  Act  01  Congress  and  assessed  tor 
purposes  samc  Calendar  or  fiscal  year  upon  the  tax- 

payer and,  in  the  case  of  a  member  of  a  partner- 
ship, with  his  proportionate  share  of  such  excess 
profits  tax  imposed  upon  the  partnership. 


New  Sec.  30 
Income  of 
foreign 

grovernments  not 
taxed 


"Sec.  30.  That  nothing  in  section  II  of  the 
Act  approved  October  third,  nineteen  hundred  and 
thirteen,  entitled  *An  Act  to  reduce  tariff  duties 
and  to  provide  revenue  for  the  Government,  and 
for  other  purposes,'  or  in  this  title,  shall  be  con- 
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strued  as  taxing  the  income  of  foreign  govern- 
ments received  from  investments  in  the  United 
States  in  stocks,  bonds,  or  other  domestic  securi- 
ties, owned  by  such  foreign  governments,  or  from 
interest  on  deposits  in  banks  in  the  United  States 
of  moneys  belonging  to  foreign  governments. 

"Sec.  31.  (a)    That  the  term  'dividends'  as  S|^nft"o/^of 
used  in  this  title  shall  be  held  to  mean  any  dis-  amlnded^ 
tribution  made  or  ordered  to  be  made  by  a  corpo- 
ration, joint-stock  company,  association,  or  insur- 
ance company,  out  of  its  earnings  or  profits  ac- 
crued since  March  first,  nineteen  hundred  and 
thirteen,  and  payable  to  its  shareholders,  whether  lre*''^ons'idered'* 
in  cash  or  in  stock  of  the  corporation,  joint-stock  LmSSlft *of *5^tiie 
company,  association,  or  insurance  company,  which  proSts^©**'* 
stock  dividend  shall  be  considered  income,  to  the  distributed" 
amount  of  the  earnings  or  profits  so  distributed. 

"  (b)  Any  distribution  made  to  the  sharehold-  Dividends  sbaii 

V    /  ...  ,  be  deemed  to  be 

ers  or  members  oi  a  corporation,  lomt-stock  com-  p^mi  ont  at  net 

f  "  .        ,       income  of 

pany,  or  association,  or  insurance  company,  m  the  taxable  year 
year  nineteen  hundred  and  seventeen,  or  subse- 
quent tax  years,  shall  be  deemed  to  have  been 
made  from  the  most  recently  accumulated  undi- 
vided profits  or  surplus,  and  shall  constitute  a 
part  of  the  annual  income  of  the  distributee  for 
the  year  in  which  received,  and  shall  be  taxed  to 
the  distributee  at  the  rates  prescribed  by  law  for 
the  years  in  which  such  profits  or  surplus  were 
accumulated  by  the  corporation,  joint-stock  com- 
pany, association,  or  insurance  company,  but  noth- 
ing herein  shall  be  construed  as  taxing  any  earn- 
ings or  profits  accrued  prior  to  March  first,  nine- 
teen hundred  and  thirteen,  but  such  earnings  or 
profits  may  be  distributed  in  stock  dividends  or 
otherwise,  exempt  from  the  tax,  after  the  distribu- 
tion of  earnings  and  profits  accrued  since  March 
first,  nineteen  hundred  and  thirteen,  has  been 
made.  This  subdivision  shall  not  apply  to  any  dis- 
tribution made  prior  to  August  sixth,  nineteen 

89 


WAR  REVENUE  ACT 


hundred  and  seventeen,  out  of  earnings  or  profits 
accrued  prior  to  March  first,  nineteen  hundred 
and  thirteen. 


Pfew  Sec.  32 
Premiums  paid 
on  insurance  of 
officers  for 


"Sec.  32.  That  premiums  paid  on  life  insur- 
ance policies  covering  the  lives  of  officers,  em- 
corporation,  etc.  ployees,  or  those  financially  interested  in  any  trade 
fro*nf ^Jt^'Vniome  busiucss  couductcd  by  an  individual,  partner- 
ship, corporation,  joint-stock  company  or  associa- 
tion, or  insurance  company,  shall  not  be  deducted 
in  computing  the  net  income  of  such  individual, 
corporation,  joint-stock  company  or  association, 
or  insurance  company,  or  in  computing  the  profits 
of  such  partnership  for  the  purposes  of  subdivi- 
sion (e)  of  section  nine." 

wfthbSd*"nide?^        Sec.  1212.  That  any  amount  heretofore  with- 
8,*'i9i6^*^*^"'^^'*  held  by  any  withholding  agent  as  required  by  Title 
I  of  such  Act  of  September  eighth,  nineteen  hun- 
dred and  sixteen,  on  account  of  the  tax  imposed 
upon  the  income  of  any  individual,  a  citizen  or 
fnterelt'^^n  bonds  Tcsidcnt  of  thc  United  States,  for  the  calendar 
f?ee**covenanf  y^ar  ninetccn  hundred  and  seventeen,  except  in 
the  cases  covered  by  subdivision  (c)  of  section 
nine  of  such  act,  as  amended  by  this  act,  shall  be 
released  and  paid  over  to  such  individual,  and  the 
entire  tax  upon  the  income  of  such  indkridual  for 
such  year  shall  be  assessed  and  collected  in  the 
manner  prescribed  by  such  Act  as  amended  by  this 
Act. 

prolifion*  Title  XIII. — General  Provisions. 

sectioi"'' ^"'^  Sec.  1300.  That  if  any  clause,  sentence, 
paragraph,  or  part  of  this  Act  shall  for  any  rea- 
son be  adjudged  by  any  court  of  competent  juris- 
diction to  be  invalid,  such  judgment  shall  not  af- 
fect, impair,  or  invalidate  the  remainder  of  said 
Act,  but  shall  be  confined  in  its  operation  to  the 
clause,  sentence,  paragraph,  or  part  thereof  di- 
rectly involved  in  the  controversy  in  which  such 
judgment  shall  have  been  rendered. 
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Sec.  1301.  That  Title  I  of  the  Act  entitled, 
"An  Act  to  provide  increased  revenue  to  defray 
the  expenses  of  the  increased  appropriations  for 
the  Army  and  Navy  and  the  extension  of  fortifi- 
cations, and  for  other  purposes,"  approved  March 
third,  nineteen  hundred  and  seventeen,  be,  and  the 
same  is  hereby,  repealed. 

Sec.  1302.  That  unless  otherwise  herein  spe- 
cially provided,  this  Act  shall  take  effect  on  the 
day  following  its  passage. 

Approved,  October  3,  1917. 


91 


PART  II 

Federal  Income  Tax  Law 

Approved  September  8,  1916 

(With  amendments  to  October  3,  1917, 
inserted) 

The  aim  of  the  National 
Bank  of  Commerce  in  New 
York  is  to  provide  all  of  the  pro- 
visions of  law  which  relate  to  the 
income  tax  in  as  usable  and  con- 
venient a  form  as  possible,  and 
at  the  same  time  to  maintain  the 
authoritative  rendering  of  the 
text  of  the  law.  For  this  pur- 
pose, the  text  of  the  law  as 
amended  is  printed,  with  supple- 
mentary footnotes  containing 
the  provisions  of  the  War  In- 
come Tax  Law  levied  by  Title 
I  of  the  War  Revenue  Act, 
and  also  pertinent  administrative 
provisions  of  Title  IX  of  the 
War  Revenue  Act. 


NOTE 


The  present  Income  Tax  Law  was  enacted  September  8,  1916. 
The  War  Revenue  Act,  printed  in  the  preceding  pages,  affects  the 
Income  Tax  Law  in  two  ways.  Title  XII  of  the  War  Revenue  Act 
provides  for  the  amendment  of  the  Income  Tax  Law  in  a  number  of 
important  particulars.  The  precise  changes  made  are  indicated  in 
marginal  notes  to  Part  I,  Title  XII,  of  this  book.  Title  I  of  the  War 
Revenue  Act  levies  income  taxes  in  addition  to  those  levied  by  the 
existing  law;  it  constitutes,  not  an  amendment  of,  but  a  war  supple- 
ment to,  the  Income  Tax  Law. 

In  order  to  enable  the  reader  to  determine  his  exact  status 
under  these  various  provisions,  the  National  Bank  of  Commerce  in 
New  York  presents  the  official  text  of  the  Income  Tax  Law  of 
September  8,  1916,  with  the  amendments  contained  in  Title  XII  of  the 
War  Revenue  Act  properly  inserted.  In  addition,  the  supplementary 
or  additional  taxes  contained  in  Title  I  of  the  War  Revenue  Act  are 
presented  in  the  form  of  foot-notes  below  the  appropriate  sections 
of  the  Income  Tax  Law.  The  reader,  therefore,  can  determine  at  a 
single  glance  his  exact  status  under  both  the  Income  Tax  Law  of 
September  8,  1916,  and  the  War  Income  Tax  Law,  contained  in  the 
War  Revenue  Act  of  October  3,  1917. 


Federal  Income  Tax  Law 


Complete  text  of  tlie  Income  Tax  Law  approved  September  8, 
1916,  with  amendments  to  October  3,  1917  inserted. 

(Public — No.  271 — 64th  Congress) 

(H.  R.  16763) 

Being  Title  I  of  the  Act  of  Congress  of  September  8, 
1916,  entitled  "An  Act  to  increase  the  revenue,  and  for  other 
purposes." 

Part  I. — On  Individuals. 

Sec.  1.  (a)  That  there  shall  be  levied,  assessed,  SSlTdJu^ 
collected,  and  paid  annually  upon  the  entire  net  i.  Rates 
income  received  in  the  preceding  calendar  year  from  J^tT^aV**^ 
all  sources  by  every  individual,  a  citizen  or  resident  (seJ  heLw,  war 
of  the  United  States,  a  tax  of  two  per  centum  ^^ome  T^k,  see.  d 
upon  such  income;  and  a  like  tax  shall  be  levied, 
assessed,  collected,  and  paid  annually  upon  the  en- 
tire net  income  received  in  the  preceding  calendar 
year  from  all  sources  within  the  United  States  by 
every  individual,  a  non-resident  alien,  including  in- 
terest on  bonds,  notes,  or  other  interest-bearing  ob- 
ligations of  residents,  corporate  or  otherwise. 


war  income  tax. 

(The  provisions  below  are  supplementary  to  those  of  the  Income 
Tax  Law  of  September  8,  1916,  as  given  above.  The  supplementary 
normal  tax  of  2%  is  in  addition  to  the  regular  2%  normal  tax.  The 
supplementary  surtax  rates  are  in  addition  to  the  regular  surtax 
rates.  The  total  surtaxes  are  to  be  obtained  by  combining  those  of 
sec.  2  below  with  those  of  sec.  1  (o)  above.  The  personal  exemption 
(sec.  3  below)  of  $1,000  and  $2,000  is  for  the  war  income  tax  of  2%. 
The  exemption  of  $3,000  and  $4,000  continues  for  the  regular  normal 
tax  of  2%.) 

Sec.  1.    That  in  addition  to  the  normal  tax  im-  suppiementaiT 

,.  /    \       n  •  n     ^        a  inaiviaual 

posed  by  subdivision  (c)  of  section  one  of  the  Act  normal  tax,  2% 
entitled  "An  Act  to  increase  the  revenue,  and  for 
other  purposes,"  approved  September  eighth,  nine- 
teen hundred  and  sixteen,  there  shall  be  levied,  as- 
sessed, collected,  and  paid  a  like  normal  tax  of  two 
per  centum  upon  the  income  of  every  individual,  a 
citizen  or  resident  of  the  United  States,  received  in 
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Additional  or 
surtax  rates 

(See  below.  War 
Income  Tax,  See. 


2) 


$20,000  to 
$40,000—1% 


$40,000  to 
$60,000—2% 


$60,000  to 
$80,000—3% 


(&)  In  addition  to  the  income  tax  imposed  by- 
subdivision  (a)  of  this  section  (herein  referred  to 
as  the  normal  tax)  there  shall  be  levied,  assessed, 
collected,  and  paid  upon  the  total  net  income  of 
every  individual,  or,  in  the  case  of  a  non-resident 
alien,  the  total  net  income  received  from  all  sources 
within  the  United  States,  an  additional  incomei 
tax  (herein  referred  to  as  the  additional  tax)  of 

one  per  centum  per  annum  upon  the  amount 
by  which  such  total  net  income  exceeds  $20,000  and 
does  not  exceed  $40,000, 

two  per  centum  per  annum  upon  the  amount 
by  which  such  total  net  income  exceeds  $40,000  and 
does  not  exceed  $60,000, 

three  per  centum  per  annum  upon  the  amount 
by  which  such  total  net  income  exceeds  $60,000  and 
does  not  exceed  $80,000, 


Supplementary 
individual 
surtax  ratee 


$5,000  to 
$7,500—1% 


$7,500  to 
$10,000—2% 


$10,000  to 
$12,500—3% 


the  calendar  year  nineteen  hundred  and  seventeen 
and  every  calendar  year  thereafter. 

Sec.  2.  That  in  addition  to  the  additional  tax 
imposed  by  subdivision  (&)  of  section  one  of  such 
Act  of  September  eighth,  nineteen  hundred  and  six- 
teen, there  shall  be  levied,  assessed,  cottected,  and 
paid  a  like  additional  tax  upon  the  income  of  every 
individual  received  in  the  calendar  year  nineteen 
hundred  and  seventeen  and  every  calendar  year 
thereafter,  as  follows: 

one  per  centum  per  annum  upon  the  amount  by 
which  the  total  net  income  exceeds  $5,000  and  does 
not  exceed  $7,500, 

two  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $7,500  and 
does  not  exceed  $10,000, 

three  per  centum  per  annum  upon  the  amount 
by  which  the  total  net  income  exceeds  $10,000  and 
does  not  exceed  $12,500, 
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four  per  centum  per  annum  upon  the  amount  IfJjO^'o 


by  which  such  total  net  income  exceeds  $80,000  and 
does  not  exceed  $100,000, 


$100,000—4% 


five  per  centum  per  annum  upon  the  amount  |l5o,oSS_^g<,/„ 
by  which  such  total  net  income  exceeds  $100,000  and 
does  not  exceed  $150,000, 

six  per  centum  per  annum  upon  the  amount  |3oS,o2S-^o^ 
by  which  such  total  net  income  exceeds  $150,000  and 
does  not  exceed  $200,000, 

seven  per  centum  per  annum  upon  the  amount  p^Siooo— 7% 
by  which  such  total  net  income  exceeds  $200,000  and 
does  not  exceed  $250,000, 

eight  per  centum  per  annum  upon  the  amount  |3oS;J22J^So/„ 
by  which  such  total  net  income  exceeds  $250,000  and 
does  not  exceed  $300,000, 

nine  per  centum  per  annum  upon  the  amount  fsooiooo— 9% 
by  which  such  total  net  income  exceeds  $300,000  and 
does  not  exceed  $500,000, 


four  per  centum  per  annum  upon  the  amount  |l5;ooo-S% 
by  which  the  total  net  income  exceeds  $12,500  and 
does  not  exceed  $15,000, 

five  per  centum  per  annum  upon  the  amount  Igo.'ooo-^so/, 
by  which  the  total  net  income  exceeds  $15,000  and 
does  not  exceed  $20,000, 

seven  per  centum  per  annum  upon  the  amount  |4j;JS2-^?% 
by  which  the  total  net  income  exceeds  $20,000  and 
does  not  exceed  $40,000, 

ten  per  centum  per  annum  upon  the  amount  feoiooo— 10% 
by  which  the  total  net  income  exceeds  $40,000  and 
does  not  exceed  $60,000, 
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$500,000  to 
$1,000,000—10% 


$1,000,000  to 
$1,500,000—11% 


$1,500,000  to 
$2,000,000—12% 


$2,000,000 

or  over — 13% 


ten  per  centum  per  annum  upon  the  amount 
by  which  such  total  net  income  exceeds  $500,000  and 
does  not  exceed  $1,000,000, 

eleven  per  centum  per  annum  upon  the  amount 
by  which  such  total  net  income  exceeds  $1,000,000 
and  does  not  exceed  $1,500,000, 

twelve  per  centum  per  annum  upon  the  amount 
by  which  such  total  net  income  exceeds  $1,500,000 
and  does  not  exceed  $2,000,000,  and 

thirteen  per  centum  per  annum  upon  the 
amount  by  which  such  total  net  income  exceeds 
$2,000,000, 

For  the  purpose  of  the  additional  tax  there 
shall  be  included  as  income  the  income  derived  from 
dividends  on  the  capital  stock  or  from  the  net  earn- 
ings of  any  corporation,  joint-stock  company  or 
association,  or  insurance  company,  except  that  in 
the  case  of  non-resident  aliens  such  income  derived 
from  sources  without  the  United  States  shall  not  be 
included. 


$60,000  to 
$80,000—14% 


$80,000  to 
$100,000—18% 


$100,000  to 
$150,000—22% 


$150,000  to 
$200,000—25% 


fourteen  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$60,000  and  does  not  exceed  $80,000, 

eighteen  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds  $80,- 
000  and  does  not  exceed  $100,000, 

twenty-two  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$100,000  and  does  not  exceed  $150,000, 

twenty-five  per  centum  per  annum  upon  the 
amount  by  which  the  total  net  income  exceeds 
$150,000  and  does  not  exceed  $200,000, 

98 


INCOME  TAX  ON  INDIVIDUALS 


All  the  provisions  of  this  title  relating  to  the 
normal  tax  on  individuals,  so  far  as  they  are  ap- 
plicable and  are  not  inconsistent  with  this  subdi- 
vision and  section  three,  shall  apply  to  the  imposi- 
tion, levy,  assessment,  and  collection  of  the  addi- 
tional tax  imposed  under  this  subdivision. 

(c)  The  foregoing  normal  and  additional  tax 
rates  shall  apply  to  the  entire  net  income,  except 
as  herinafter  provided,  received  by  every  taxable 
person  in  the  calendar  year  nineteen  hundred  and 
sixteen  and  in  each  calendar  year  thereafter. 


thirty  per  centum  per  annum  upon  the  amount  f^Z'^ll^soo/^ 
by  which  the  total  net  income  exceeds  $200,000  and 
does  not  exceed  $250,000, 

thirty-four  per  centum  per  annum  upon  the  |3oJ;SJSJ^.34% 
amount  by  which  the  total  net  income  exceeds 
$250,000  and  does  not  exceed  $300,000, 

thirty-seven  per  centum  per  annum  upon  the  ||JJ;JSS_^37o^ 
amount  by  which  the  total  net  income  exceeds 
$300,000  and  does  not  exceed  $500,000, 


forty  per  centum  per  annum  upon  the  amount  |?5o;ooo-^o% 
by  which  the  total  net  income  exceeds  $500,000  and 
does  not  exceed  $750,000, 

forty-five  per  centum  per  annum  upon  the  |l,«oolooo^5% 
amount  by  which  the  total  net  income  exceeds 
$750,000  and  does  not  exceed  $1,000,000, 

.  ,  $1,000,000 

fifty  per  centum  per  annum  upon  the  amount  and  over-5o% 
by  which  the  total  net  income  exceeds  $1,000,000. 
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Income  Defined, 

Tidual,  deflnition  of  "Sec,  2.    (a)    *That,  subject  only  to  such  ex- 

emptions and  deductions  as  are  hereinafter  allowed, 
the  net  income  of  a  taxable  person  shall  include 
gains,  profits,  and  income,  derived  from  salaries, 
wages,  or  compensation  for  personal  service  of 
whatever  kind  and  in  whatever  form  paid,  or  from 
professions,  vocations,  businesses,  trade,  commerce, 
or  sales,  or  dealings  in  property,  whether  real  or 
personal,  growing  out  of  the  ownership  or  use  of  or 
interest  in  real  or  personal  property,  also  from  in- 
terest, rent,  dividends,  securities,  or  the  transaction 
of  any  business  carried  on  for  gain  or  profit,  or 
gains  or  profits  and  income  derived  from  any 
source  whatever/^ 

irdTrusfs.^tixabie  i^)    Income  received  by  estates  of  deceased 

persons  during  the  period  of  administration  or  set- 
tlement of  the  estate,  shall  be  subject  to  the  normal 
and  additional  tax  and  taxed  to  their  estates,  and 
also  such  income  of  estates  or  any  kind  of  property 
held  in  trust,  including  such  income  accumulated 
in  trust  for  the  benefit  of  unborn  or  unascertained 
persons,  or  persons  with  contingent  interests,  and 
income  held  for  future  distribution  under  the  terms 
of  the  will  or  trust  shall  be  likewise  taxed,  the  tax 
in  each  instance,  except  when  the  income  is  returned 
for  the  purpose  of  the  tax  by  the  beneficiary,  to  be 
assessed  to  the  executor,  administrator,  or  trustee, 
as  the  case  may  be:  Provided,  That  where  the  in- 
come is  to  be  distributed  annually  or  regularly  be- 
tween existing  heirs  or  legatees,  or  beneficiaries  the 
rate  of  tax  and  method  of  computing  the  same  shall 
be  based  in  each  case  upon  the  amount  of  the  indi- 
vidual share  to  be  distributed. 

Such  trustees,  executors,  administrators,  and 
other  fiduciaries  are  hereby  indemnified  against  the 
claims  or  demands  of  every  beneficiary  for  all  pay- 

*As  amended  October  3,  1917. 
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ments  of  taxes  which  they  shall  be  required  to  make 
under  the  provisions  of  this  title,  and  they  shall  have 
credit  for  the  amount  of  such  payments  against  the 
beneficiary  or  principle  in  any  accounting  which 
they  make  as  such  trustees  or  other  fiduciaries. 

^  (c)  For  the  purpose  of  ascertaining  the  gain  p^oteyracqutV' 
derived  from  the  sale  or  other  disposition  of  prop-  ^"""^  ^  ^^^^ 
erty,  real,  personal,  or  mixed,  acquired  before 
March  first,  nineteen  hundred  and  thirteen,  the  fair 
market  price  or  value  of  such  property  as  of  March 
first,  nineteen  hundred  and  thirteen,  shall  be  the 
basis  for  determining  the  amount  of  such  gain  de- 
rived. 


Additional  Tax  Includes  Undistributed 
Profits. 

Sec.  3.  For  the  purpose  of  the  additional  tax,  ^ciudef  *!ZttH^. 
the  taxable  income  of  any  individual  shall  include  p'***^*^ 
the  share  to  which  he  would  be  entitled  of  the  gains  uteHor^pirpose"^" 
and  profits,  if  divided  or  distributed,  whether  di-  tLlbie^'"^  ^^'^ 
vided  or  distributed  or  not,  of  all  corporations, 
joint-stock  companies  or  associations,  or  insurance 
companies,  however  created  or  organized,  formed 
or  fraudulently  availed  of  for  the  purpose  of  pre- 
venting the  imposition  of  such  tax  through  the  me- 
dium of  permitting  such  gains  and  profits  to  ac- 
cumulate instead  of  being  divided  or  distributed; 
and  the  fact  that  any  such  corporation,  joint-stock 
company  or  association,  or  insurance  company,  is 
a  mere  holding  company,  or  that  the  gains  and 
profits  are  permitted  to  accumulate  beyond  the 
reasonable  needs  of  the  business,  shall  be  prima  facie 
evidence  of  a  f  radulent  purpose  to  escape  such  tax ; 
but  the  fact  that  the  gains  and  profits  are  in  any  case 
permitted  to  accumulate  and  become  surplus  shall 
not  be  construed  as  evidence  of  a  purpose  to  escape 
the  said  tax  in  such  case  unless  the  Secretary  of 
the  Treasury  shall  certify  that  in  his  opinion  such 
accumulation  is  unreasonable  for  the  purposes  of 
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the  business.  When  requested  by  the  Commissioner 
of  Internal  Revenue,  or  any  district  collector  of 
mternal  revenue,  such  corporation,  joint-stock  com- 
pany or  association,  or  insurance  company  shall  for- 
ward to  him  a  correct  statement  of  such  gains  and 
profits  and  the  names  and  addresses  of  the  individ- 
uals or  shareholders  who  would  be  entitled  to  the 
same  if  divided  or  distributed. 


Proceeds  of  life 
insurance  policies 


Gifts  and  bequests 


Interest  on  obliga- 
tions of  U 
ical  subdivisions,  etc. 


Income  Exempt  From  Law. 

Individual  income  <<  ^  .      ^rwil       J»   77  • 

exempt  from  law  tScc,  4.  ^  1  he  fouowmg  ificome  shall  he  ex- 

empt from  the  provisions  of  this  title: 

''The  proceeds  of  life  insurance  policies  paid 
to  individual  beneficiaries  upon  the  death  of  the  in- 
sured; the  amount  received  by  the  insured,  as  a  re- 
turn of  premium  or  premiums  paid  by  him  under 
life  insurance,  endowment,  or  annuity  contracts, 
either  during  the  term  or  at  the  maturity  of  the  term 
mentioned  in  the  contract  or  upon  surrender  of  the 
contract;  the  value  of  property  acquired  by  gift, 
bequest,  devise,  or  descent  (but  the  income  from 
^uch  property  shall  be  included  as  income);  inter- 
est upon  the  obligations  of  a  State  or  any  political 
subdivision  thereof  or  upon  the  obligations  of  the 
United  States  (but,  in  the  case  of  obligations  of  the 
United  States  issued  after  September  first,  nine- 
teen hundred  and  seventeen,  only  if  and  to  the  extent 
provided  in  the  act  authorizing  the  issue  thereof)  or 
its  possessions  or  securities  issued  under  the  pro- 
visions of  the  Federal  Farm  Loan  Act  of  Jidy  sev- 
Salaries  of  certain  enteenth,  nineteen  hundred  and  sixteen;  the  com- 
employees  pensation  of  the  present  President  of  the  United 

States  during  the  term  for  which  he  has  been  elected 
and  the  judges  of  the  supreme  and  inferior  courts 
of  the  United  States  now  in  office,  and  the  compen- 
sation of  all  officers  and  employes  of  a  State,  or 

*As  amended  October  3,  1917. 
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any  political  subdivision  thereof,  except  when  such 
compensation  is  paid  hy  the  United  States  Gov- 
ernment" 


Deductions  Allowed. 

Sec.  5.  That  in  computing  net  income  in  the  auowed^to**"^ 
case  of  a  citizen  or  resident  of  the  United  States—  ^"^^^^^^^^ 

(a)  For  the  purpose  of  the  tax  there  shall  be 
allowed  as  deductions — 


of 

business 


excess  profits 


First.  The  necessary  expenses  actually  paid  in  ^^e^busSi 
carrying  on  any  business  or  trade,  not  inlcuding 
personal,  living,  or  family  expenses; 

''Second,'^  All  interest  paid  within  the  year  on  interest  on  debts 
his  indebtedness  eoocept  on  indebtedness  incurred  for 
the  purchase  of  obligations  or  securities  the  interest 
upon  which  is  exempt  from  taxation  as  income 
under  this  title; 

''Third,  *Taxes  paid  within  the  year  imposed  by  income  and 
the  authority  of  the  United  States  ( except  income 
and  excess  profits  taxes )  or  of  its  Territories,  or  pos- 
sessions, or  any  foreign  cou/ntry,  or  by  the  authority 
of  any  State,  county,  school  district,  or  municipality, 
or  other  taxing  subdivision  of  any  State,  not  includ- 
ing those  assessed  against  local  benefits 

Fourth.  Losses  actually  sustained  during  the 
year,  incurred  in  his  business  or  trade,  or  arising 
from  fires,  storms,  shipwreck,  or  other  casualty,  and 
from  theft,  when  such  losses  are  not  compensated 
for  by  insurance  or  otherwise:  Provided,  That  for 
the  purpose  of  ascertaining  the  loss  sustained  from 
the  sale  or  other  disposition  of  property,  real,  per- 
sonal, or  mixed,  acquired  before  March  first,  nine- 
teen hundred  and  thirteen,  the  fair  market  price  or 
value  of  such  property  as  of  March  first,  nineteen 
hundred  and  thirteen,  shall  be  the  basis  for  deter- 
mining the  amount  of  such  loss  sustained ; 

*As  amended  October  3,  1917. 
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Fifth.  In  transactions  entered  into  for  profit 
but  not  connected  with  his  business  or  trade,  the 
losses  actually  sustained  therein  during  the  year  to 
an  amount  not  exceeding  the  profits  arising  there- 
from; 

Sixth.  Debts  due  to  the  taxpayer  actually  as- 
certained to  be  worthless  and  charged  off  within  the 
year; 

Seventh.  A  reasonable  allowance  for  the  ex- 
haustion, wear  and  tear  of  property  arising  out  of 
its  use  or  employment  in  the  business  or  trade; 

Eighth,  (a)  In  the  case  of  oil  and  gas  wells  a 
reasonable  allowance  for  actual  reduction  in  flow 
and  production  to  be  ascertained  not  by  the  flush 
flow,  but  by  the  settled  production  or  regular  flow; 
(b)  in  the  case  of  mines  a  reasonable  allowance  for 
depletion  thereof  not  to  exceed  the  market  value  in 
the  mine  of  the  product  thereof,  which  has  been 
mined  and  sold  during  the  year  for  which  the  return 
and  computation  are  made,  such  reasonable  allow- 
ance to  be  made  in  the  case  of  both  (a)  and  (b) 
under  rules  and  regulations  to  be  prescribed  by  the 
Secretary  of  the  Treasury:  Provided,  That  when 
the  allowances  authorized  in  (a)  and  (b)  shall  equal 
the  capital  originally  invested,  or  in  case  of  purchase 
made  prior  to  March  1,  1913,  the  fair  market  value 
as  of  that  date,  no  further  allowance  shall  be  made. 
No  deductions  shall  be  allowed  for  any  amount  paid 
out  for  new  buildings,  permanent  improvements,  or 
betterments,  made  to  increase  the  value  of  any  prop- 
erty or  estate,  and  no  deduction  shall  be  made  for 
any  amount  of  expense  of  restoring  property  or 
making  good  the  exhaustion  thereof  for  which  an 
allowance  is  or  has  been  made. 

"Ninth,^  Contributions  or  gifts  actually  made 
within  the  year  to  corporations  or  associations  or- 

*As  amended  October  3,  1917. 
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ganized  and  operated  exclusively  for  religious, 
charitable,  scientific,  or  educational  purposes,  or  to 
societies  for  the  prevention  of  cruelty  to  children  or 
animals,  no  part  of  the  net  income  of  which  inures  to 
the  benefit  of  any  private  stockholder  or  individual, 
to  an  amount  not  in  excess  of  fifteen  per  centum  of 
the  taxpayer's  taxable  net  income  as  computed  with- 
out the  benefit  of  this  paragraph.  Such  contribu- 
tions or  gifts  shall  be  allowable  as  deductions  only 
if  verified  under  rules  and  regulations  prescribed  by 
the  Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury/' 

Credits  Allowed. 

(b )  For  the  purpose  of  the  normal  tax  only,  the  ?•  ^It^alau""""^^ 
income  embraced  in  a  personal  return  shall  be  cred-  Dividends,  for 
ited  with  the  amount  received  as  dividends  upon  the 

stock  or  from  the  net  earnings  of  any  corporation, 
joint-stock  company  or  association,  trustee,  or  in- 
surance company,  which  is  taxable  upon  its  net  in- 
come as  hereinafter  provided; 

(c)  A  like  credit  shall  be  allowed  as  to  the  l^^T^^  ^Rileit 
amount  of  income,  the  normal  tax  upon  which  has 
been  paid  or  withheld  for  payment  at  the  source  of 
the  income  under  the  provisions  of  this  title. 


at  source 


Non-Resident  Aliens. 

Sec.  6.  That  in  computing  net  income  in  the  liien^'^dfviduaiV 
case  of  a  non-resident  alien —  ?egIidS*g 

(a)  For  the  purpose  of  the  tax  there  shall  be  ^ItZfr 
allowed  as  deductions — 

First.  The  necessary  expenses  actually  paid 
in  carrying  on  any  business  or  trade  conducted  by 
him  within  the  United  States,  not  including  per- 
sonal, living,  or  family  expenses; 
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"Second,^  The  proportion  of  all  interest  paid 
within  the  year  hy  such  person  on  his  indebtedness 
(except  on  indebtedness  incurred  for  the  purchase 
of  obligations  or  securities  the  interest  upon  which 
is  exempt  from  taxation  as  income  under  this  title) 
which  the  gross  amount  of  his  income  for  the  year 
derived  from  sources  within  the  United  States  bears 
to  the  gross  amount  of  his  income  for  the  year  de- 
rived from  all  sources  within  and  without  the  United 
States,  but  this  deduction  shall  be  allowed  only  if 
such  person  includes  in  the  return  required  by  sec- 
tion eight  all  the  information  necessary  for  its  cal- 
culation; 

"Third,^  Taxes  paid  within  the  year  imposed 
by  the  authority  of  the  United  States  ( except  in- 
come and  excess  profits  taxes ),  or  of  its  Territories, 
or  possessions,  or  by  the  authority  of  any  State, 
county,  school  district,  or  municipality,  or  other 
taxing  subdivision  of  any  State,  paid  within  the 
United  S tates,  not  including  those  assessed  against 
local  benefits" 


Losses  "in  trade"  Foufth.   Losscs  actually  sustained  during  the 

year,  incurred  in  business  or  trade  conducted  by  him 
within  the  United  States,  and  losses  oT  property 
within  the  United  States  arising  from  fires,  storms, 
shipwreck,  or  other  casualty,  and  from  theft,  when 
such  losses  are  not  compensated  for  by  insurance  or 
otherwise:  Provided,  That  for  the  purpose  of  as- 
certaining the  amount  of  such  loss  or  losses  sus- 
tained in  trade,  or  speculative  transactions  not  in 
trade,  from  the  same  or  any  kind  of  property  ac- 
quired before  March  first,  nineteen  hundred  and 
thirteen,  the  fair  market  price  or  value  of  such  prop- 
erty as  of  March  first,  nineteen  hundred  and  thir- 
teen, shall  be  the  basis  for  determining  the  amount 
of  such  loss  or  losses  sustained ; 

*As  amended  October  3,  1917. 
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Fifth.   In  transactions  entered  into  for  profit  ******* 
but  not  connected  with  his  business  or  trade,  the 
losses  actually  sustained  therein  during  the  year  to 
an  amount  not  exceeding  the  profit  arising  there- 
from in  the  United  States ; 

Sixth.    Debts  arising  in  the  course  of  business  Worthless  debts 
or  trade  conducted  by  him  within  the  United  States 
due  to  the  taxpayer  actually  ascertained  to  be 
worthless  and  charged  off  within  the  year ; 

Seventh.  A  reasonable  allowance  for  the  ex-  Exhaustion  and 
haustion,  wear  and  tear  of  property  within  the  ^^p^^*^^****** 
United  States  arising  out  of  its  use  or  employment 
in  the  business  or  trade;  (a)  in  the  case  of  oil  and 
gas  wells  a  reasonable  allowance  for  actual  reduc- 
tion in  flow  and  production  to  be  ascertained  not  by 
the  flush  flow,  but  by  the  settled  production  or  regu- 
lar flow;  (b)  in  the  case  of  mines  a  reasonable  al- 
lowance for  depletion  thereof  not  to  exceed  the  mar- 
ket value  in  the  mine  of  the  product  thereof  which 
has  been  mined  and  sold  during  the  year  for  which 
the  return  and  computation  are  made,  such  reason- 
able allowance  to  be  made  in  the  case  of  both  (a) 
and  ( b )  under  rules  and  regulations  to  be  prescribed 
by  the  Secretary  of  the  Treasury:  Provided,  That 
when  the  allowance  authorized  in  {a)  and(fo)  shall 
equal  the  capital  originally  invested,  or  in  case  of 
purchase  made  prior  to  March  first,  nineteen  hun- 
dred and  thirteen,  the  fair  market  value  as  of  that 
date,  no  further  allowance  shall  be  made.  No 
deduction  shall  be  allowed  for  any  amount  paid 
out  for  new  buildings,  permanent  improvements,  or 
betterments,  made  to  increase  the  value  of  any  prop- 
erty or  estate,  and  no  deduction  shall  be  made  for 
any  amount  of  expense  of  restoring  property  or 
making  good  the  exhaustion  thereof  for  which  an 
allowance  is  or  has  been  made. 


(6)  There  shall  also  be  allowed  the  credits  speci- 
fied by  subdivisions  (b)  and  (c)  of  section  five. 
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Deductions 
and  credits  to 
be  allowed  only 
in  case  non- 
resident alien 
files  return 


8.  Personal 
exemption  • 

Allowed  only 
to  citizens  or 
residents  of 
the  U.  S. 

Unmarried  persons, 
$3,000 

Married  persons, 
$4,000 


''(c)^  A  nonresident  alien  individual  shall  re- 
ceive the  benefit  of  the  deductions  and  credits  pro- 
vided for  in  this  section  only  hy  filing  or  causing  to 
he  filed  with  the  collector  of  internal  revenue  a  true 
and  accurate  return  of  his  total  income^  received 
from  all  sources,  corporate  or  otherwise,  in  the 
United  States^  in  the  manner  prescribed  by  this 
title;  and  in  case  of  his  failure  to  file  such  return  the 
collector  shall  collect  the  tax  on  such  income,  and  all 
property  belonging  to  such  nonresident  alien  indi- 
vidual shall  be  liable  to  distraint  for  the  tax/' 

Personal  Exemption. 
''Sec,  7.*t  That  for  the  purpose  of  the  normal 
tax  only,  there  shall  be  allowed  as  an  exemption  in 
the  nature  of  a  deduction  from  the  amount  of  the 
net  income  of  each  citizen  or  resident  of  the  United 
States,  ascertained  as  provided  herein,  the  sum  of 
$3,000,  plus  $1,000  additional  if  the  person  making 
the  return  be  a  head  of  a  family  or  a  married  man 
with  a  wife  living  with  him,  or  plus  the  sum  of 
$1,000  additional  if  the  person  making  the  return 
he  a  married  woman  with  a  husband  living  with  her; 
but  in  no  event  shall  this  additional  exemption  of 
$1,000  be  deducted  by  both  a  husband  and  a  wife: 


Basis  of  war 
income  tax  is 
the  same  as  that 
of  tax  of 
Sept.  8,  1916 


fWAR  INCOME  TAX. 
(The  exemptions  allowed  below  are  for  the  supplementary 
war  normal  2%  tax  on  individuals.  For  the  regular  normal  tax  of 
2%  the  exemption  of  $3,000  and  $4,000  continues.  An  individual, 
therefore,  is  subject  to  a  war  normal  tax  of  2%  on  all  income  over 
$1,000  and  $2,000,  and  to  the  regular  income  tax  of  2%  on  income 
over  $3,000  and  $4,000.) 

Sec.  3.  That  the  taxes  imposed  by  sections 
one  and  two  of  this  Act  shall  be  computed,  levied, 
assessed,  collected,  and  paid  upon  the  same  basis 
and  in  the  same  manner  as  the  similar  taxes  imposed 
by  section  one  of  such  Act  of  September  eighth, 
nineteen  hundred  and  sixteen,  except  that  in  the 
case  of  the  tax  imposed  by  section  one  of  this  Act 
{a)  the  exemptions  of  $3,000  and  $4,000  provided 

As  amended  October  3,  1917. 
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Provided,  That  only  one  deduction  of  $4j000  shall 
be  made  from  the  aggregate  income  of  both  husband 
and  wife  when  living  together:  Provided  further,  ^^^^mi  /^fj 
That  if  the  person  making  the  return  is  the  head  of  ?2oo"  «  » 
a  family  there  shall  be  an  additional  exemption  of 
$200  for  each  child  dependent  upon  such  person,  if 
under  eighteen  years  of  age,  or  if  incapable  of  self- 
support  because  mentally  or  physically  defective, 
but  this  provision  shall  operate  only  in  the  case  of 
one  parent  in  the  same  family:  Provided  further,  J^aidFan?' and 
That  guardians  or  trustees  shall  be  allowed  to 
make  this  personal  exemption  as  to  income  derived 
from  the  property  of  which  such  guardian  or 
trustee  has  charge  in  favor  of  each  ward  or 
cestui  que  trust:  Provided  further.  That  in 
no  event  shall  a  ward  or  cestui  que  trust  be  allowed 
a  greater  personal  exemption  than  as  provided  in 
this  section  from  the  amount  of  net  income  received 
from  all  sources.  There  shall  also  be  allowed  an 
exemption  from  the  amount  of  the  net  income  of 
estates  of  deceased  citizens  or  residents  of  the  United 
States  during  the  period  of  administration  or  settle- 
ment, and  of  trust  or  other  estates  of  citizens  or  resi- 
dents of  the  United  States  the  income  of  which  is 
not  distributed  annually  or  regularly  under  the  pro- 
visions of  subdivision  (b )  of  section  two,  the  sum  of 
$3,000,  including  such  deductions  as  are  allowed 
under  section  five/' 


in  section  seven  of  such  Act  of  September  eighth, 

nineteen  hundred  and  sixteen,  as  amended  by  this  Exemption  from 

Act,  shall  be,  respectively,  $1,000  and  $2,000,  and  r$iSTnf  ^ 

(6)  the  returns  required  under  subdivisions  (b)  and  ^^'^^^ 

(c)  of  section  eight  of  such  Act  as  amended  by  this 

Act  shall  be  required  in  the  case  of  net  incomes  of 

$1,000  or  over,  in  the  case  of  unmarried  persons, 

and  $2,000  or  over  in  the  case  of  married  persons, 

instead  of  $3,000  or  over,  as  therein  provided,  and 
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9.  Returns 


When  returns 
must  be  filed 

By  whom  returns 
must  be  filed 

Where  returns 
must  be  filed 


Returns. 

Sec.  8.  (a)  The  tax  shall  be  computed  upon 
the  net  income,  as  thus  ascertained,  of  each  person 
subject  thereto,  received  in  each  preceding  calendar 
year  ending  December  thirty-first. 

(b)  On  or  before  the  first  day  of  March,  nine- 
teen hundred  and  seventeen,  and  the  first  day  of 
March  in  each  year  thereafter,  a  true  and  accurate 
return  under  oath  shall  be  made  by  each  person  of 
lawful  age,  except  as  hereinafter  provided,  having  a 
net  income  of  $3,000  or  over  for  the  taxable  year  to 
the  collector  of  internal  revenue  for  the  district  in 
which  such  person  has  his  legal  residence  or  principal 
place  of  business,  or  if  there  be  no  legal  residence  or 
place  of  business  in  the  United  States,  then  with  the 
collector  of  internal  revenue  at  Baltimore,  Mary- 
land, in  such  form  as  the  Commissioner  of  Internal 
Revenue,  with  the  approval  of  the  Secretary  of  the 
Treasury,  shall  prescribe,  setting  forth  specifically 
the  gross  amount  of  income  from  all  separate 
sources,  and  from  the  total  thereof  deducting  the 
aggregate  items  of  allowances  herein  authorized: 


Withholding 
does  not  apply- 
to  supplementary 
war  normal  tax 
on  individuals, 
citizens  or  resi- 
dents, until  Jan. 
1,  1918 


(c)  The  provisions  of  subdivision  (c)  of  Section 
nine  of  such  Act,  as  amended  by  this  Act,  requiring 
the  normal  tax  of  individuals  on  income  derived 
from  interest  to  be  deducted  and  withheld  at  the 
source  of  the  income  shall  not  apply  to  the  new  two 
per  centum  normal  tax  prescribed  in  section  one  of 
this  Act  until  on  and  after  January  first,  nineteen 
hundred  and  eighteen,  and  thereafter  only  one  two 
per  centum  normal  tax  shall  be  deducted  and  with- 
held at  the  source  imder  the  provisions  of  such  sub- 
division (c)  and  any  further  normal  tax  for  which 
the  recipient  of  such  income  is  liable  under  this  Act 
or  such  Act  of  September  eighth,  nineteen  hundred 
and  sixteen,  as  amended  by  this  Act,  shall  be  paid 
by  such  recipient. 
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Provided,  That  the  Commissioner  of  Internal  Rev-  ^^Tt^^'^l.g 
enue  shall  have  authority  to  grant  a  reasonable  ex- 
tension of  time,  in  meritorious  cases,  for  filing  re- 
turns of  income  by  persons  residing  or  traveling 
abroad  who  are  required  to  make  and  file  returns  of 
income  and  who  are  unable  to  file  said  returns  on 
or  before  March  first  of  each  year:  Provided  fur- 
ther. That  the  aforesaid  return  may  be  made  by  an 
argent  when  by  reason  of  illness,  absence,  or  non- 
residence  the  person  liable  for  said  return  is  unable 
to  make  and  render  the  same,  the  agent  assuming 
the  responsibility  of  making  the  return  and  incur- 
ring penalties  provided  for  erroneous,  false,  or 
fraudulent  return. 

"( ^ )  ^Guardians,  trustees,  eooecutors,  adminis-  Guardians  and 

,      ,  •  ,  T     77  trustees,  returns  by 

trators,  receivers,  conservators,  ana  ail  persons,  cor- 
porations,  or  associations,  acting  in  any  fiduciary 
capacity,  shall  make  and  render  a  return  of  the  in- 
come of  the  person,  trust,  or  estate  for  whom  or 
which  they  act,  and  be  subject  to  all  the  provisions 
of  this  title  which  apply  to  individuals.  Such  fidu- 
ciary shall  make  oath  that  he  has  sufficient  knowl- 
edge of  the  affairs  of  such  person,  trust,  or  estate  to 
enable  him  to  make  such  return  and  that  the  same 
is,  to  the  best  of  his  knowledge  and  belief,  true  and 
correct,  and  be  subject  to  all  the  provisions  of  this 
title  which  apply  to  individuals:  Provided,  That  a 
return  made  by  one  of  two  or  more  joint  fiduciaries 
filed  in  the  district  where  such  fiduciary  resides,  Jet^Jns^by'^'*^^' 
under  such  regulations  as  the  Secretary  of  the 
Treasury  may  prescribe,  shall  be  a  sufficient  com- 
pliance with  the  requirements  of  this  paragraph: 
Provided  further.  That  no  return  of  income  not  ex- 
ceeding $3,000  shall  be  required  except  as  in  this 
title  otherwise  provided, 

d )  ^Persons  carrying  on  business  in  partner-  mem^erf  uawe 
ship  shall  be  liable  for  income  taw  only  in  their  indi-  S^vidua? 


*As  amended  October  3,  1917. 
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vidual  capacity,  and  the  share  of  the  profits  of  the 
partnership  to  which  any  taooahle  partner  would  he 
entitled  if  the  same  were  divided,  whether  divided  or 
otherwise,  shall  he  returned  for  taxation  and  the  tax 
paid  under  the  provisions  of  this  title:  Provided, 
That  from  the  net  distrihutive  interests  on  which  the 
individual  memhers  shall  he  liahle  for  tax,  normal 
and  additional,  there  shall  he  excluded  their  propor- 
tionate shares  received  from  interest  on  the  ohliga- 
tions  of  a  State  or  any  political  or  taxing  suhdivision 
thereof,  and  upon  the  ohligations  of  the  United 
States  (if  and  to  the  extent  that  it  is  provided  in  the 
Act  authorizing  the  issue  of  such  ohligations  of  the 
United  States  that  they  are  exempt  from  taxation ) 
and  its  possession,  and  that  for  the  purpose  of  com- 
puting the  normal  tax  there  shall  he  allowed  a 
credit,  as  provided  hy  section  five,  suhdivision  (&), 
for  their  proportionate  share  of  the  profits  derived 
from  dividends.  Such  partnership,  when  requested 
hy  the  Commissioner  of  Internal  Revenue  or  any 
district  collector,  shall  render  a  correct  return  of  the 
earnings,  profits,  and  income  of  the  partnership,  ex- 
cept income  exempt  under  section  four  of  this  Act, 
setting  forth  the  item  of  the  gross  income  and  the 
deductions  and  credits  allowed  hy  this  title,  and  the 
names  and  addresses  of  the  individuals  who  would 
he  entitled  to  the  net  earnings,  profits,  and  income, 
if  distributed,  A  partnership  shall  have  the  same 
privilege  of  fixing  and  making  returns  upon  the 
hasis  of  its  own  fiscal  year  as  is  accorded  to  corpora- 
tions under  this  title.  If  a  fiscal  year  ends  durin\g 
nineteen  hundred  and  sixteen  or  a  subsequent  calen- 
dar year  for  which  there  is  a  rate  of  tax  different 
from  the  rate  for  the  preceding  calendar  year,  then 
(1)  the  rate  for  such  preceding  calendar  year  shall 
apply  to  an  amount  of  each  partner's  share  of  such 
partnership  profits  equal  to  the  proportion  which 
the  part  of  such  fiscal  year  falling  within  such  cal- 
endar year  hears  to  the  full  fiscal  year,  and  (2 )  the 
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rate  for  the  calendar  year  during  which  such  fiscal 
year  ends  shall  apply  to  the  remainder. 


(y.     ■X'  .  iiii'iiiii*         Dividends  must 

e)  In  every  return  shall  be  included  the  m-  be  included 

come  derived  from  dividends  on  the  capital  stock  or  ^ 
from  the  net  earnings  of  any  corporation,  joint- 
stock  company  or  association,  or  insurance  com- 
pany, except  that  in  the  case  of  non-resident  aliens 
such  income  derived  from  sources  without  the 
United  States  shall  not  be  included. 

(/)An  individual  keeping  accounts  upon  any  m^^^^^^ 
basis  other  than  that  of  actual  receipts  and  disburse- 
ments, unless  such  other  basis  does  not  clearly  re- 
flect his  income,  may,  subject  to  regulations  made 
by  the  Commissioner  of  Internal  Revenue,  with  the 
approval  of  the  Secretary  of  the  Treasury,  make 
his  return  upon  the  basis  upon  which  his  accounts 
are  kept,  in  which  case  the  tax  shall  be  computed 
upon  his  income  as  so  returned. 


system  of 


Assessment  and  Administration 


10.  Assessment 
and  administration 
Assessment 


Sec.  9.t  {a)  That  all  assessments  shall  be  made 
by  the  Commissioner  of  Internal  Revenue  and  all  SSore^'june  i 
persons  shall  be  notified  of  the  amount  for  which  Tn'^S^beCe^^ 
they  are  respectively  liable  on  or  before  the  first 
day  of  June  of  each  successive  year,  and  said 
amounts  shall  be  paid  on  or  before  the  fifteenth  day 
of  June,  except  in  cases  of  refusal  or  neglect  to 


June  15 


fADMINISTRATIVE  PROVISIONS. 

(War  Revenue  Act,  X,  1009.) 

(These  administrative  provisions  in  regard  to  the  forms  in 
which  tax  payments  may  be  made  apply  to  both  income  and  war  in- 
come taxes.) 

Sec.  1009.  That  the  Secretary  of  the  Treas- 
ury, under  rules  and  regulations  prescribed  by  him, 
shall  permit  taxpayers  liable  to  income  and  excess 
profits  taxes  to  make  payments  in  advance  in  in- 
stallments or  in  whole  of  an  amount  not  in  excess  of 


Installment 
payments 
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make  such  return  and  in  cases  of  erroneous,  false, 
or  fraudulent  returns,  in  which  cases  the  Commis- 
sioner of  Internal  Revenue  shall,  upon  the  discov- 
ery thereof,  at  any  time  within  three  years  after 
said  return  is  due,  or  has  been  made,  make  a  return 
upon  information  obtained  as  provided  for  in  this 
title  or  by  existing  law,  or  require  the  necessary  cor- 
rections to  be  made,  and  the  assessment  made  by 
the  Commissioner  of  Internal  Revenue  thereon  shall 
be  paid  by  such  person  or  persons  immediately  upon 
notification  of  the  amount  of  such  assessment;  and 
to  any  sum  or  sums  due  and  unpaid  after  the  fif- 
teenth day  of  June  in  any  year,  and  for  ten  days 
after  notice  and  demand  thereof  by  the  collector. 


the  estimated  taxes  which  will  be  due  from  them, 
and  upon  determination  of  the  taxes  actually  due 
any  amount  paid  in  excess  shall  be  refunded  as  taxes 
erroneously  collected:  Provided,  That  when  pay- 
ment is  made  in  installments  at  least  one-fourth  of 
such  estimated  tax  shall  be  paid  before  the  expira- 
tion of  thirty  days  after  the  close  of  the  taxable 
year,  at  least  an  additional  one-fourth  within  two 
months  after  the  close  of  the  taxable  year,  at  least 
an  additional  one-fourth  within  four  months  after 
the  close  of  the  taxable  year,  and  the  remainder  of 
the  tax  due  on  or  before  the  time  now  fixed  by  law 
for  such  payment :  Provided  further.  That  the  Sec- 
retary of  the  Treasury,  under  rules  and  regulations 
prescribed  by  him,  may  allow  credit  against  such 
taxes  so  paid  in  advance  of  an  amount  not  exceed- 
ing three  per  centum  per  annum  calculated  upon 
the  amount  so  paid  from  the  date  of  such  payment 
to  the  date  now  fixed  by  law  for  such  payment ;  but 
no  such  credit  shall  be  allowed  on  payments  in  ex- 
cess of  taxes  determined  to  be  due,  nor  on  payments 
made  after  the  expiration  of  four  and  one-half 
months  after  the  close  of  the  taxable  year.  All  pen- 
alties provided  by  existing  law  for  failure  to  pay 
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there  shall  be  added  the  sum  of  five  per  centum  on 
the  amount  of  tax  unpaid,  and  interest  at  the  rate 
of  one  per  centum  per  month  upon  said  tax  from 
the  time  the  same  became  due,  except  from  the  es- 
tates of  insane,  deceased,  or  insolvent  persons. 

Yb)  ^All  persons,  corporations,  partnerships,  withholding: 

-  -  ^  '    at  source  on 


associations,  ana  insurance  companies,  m  whatever  incom«  accruingr 

•      7     T*         7  f  /•  to  non-resident 

capacity  acting,  including  lessees  or  mortgagors  of  aliens 

S  7  7       ^         .  J.'  '  Does  not  include 

real  or  personal  property,  trustees  acting  m  any  income  from 


trust  capacity,  eooecutors,  administrators,  receivers, 
conservators,  employers,  and  all  officers  and  em- 
ployees  of  the  United  States,  having  the  control,  re- 


dividends 


tax  when  due  are  hereby  made  applicable  to  any 
failure  to  pay  the  tax  at  the  time  or  times  required 
in  this  section. 

Sec.  1010.  That  under  rules  and  regulations  pa^^„^  "^^^^ 
prescribed  by  the  Secretary  of  the  Treasury,  col-  ^«  '"^^^ 
lectors  of  internal  revenue  may  receive,  at  par  and 
accrued  interest,  certificates  of  indebtedness  issued 
under  section  six  of  the  Act  entitled  "An  Act  to 
authorize  an  issue  of  bonds  to  meet  expenditures  for 
the  national  security  and  defense,  and,  for  the  pur- 
pose of  assisting  in  the  prosecution  of  the  war,  to 
extend  credit  to  foreign  governments,  and  for  other 
purposes,"  approved  April  twenty-fourth,  nineteen 
hundred  and  seventeen,  and  any  subsequent  act  or 
acts,  and  uncertified  checks  in  payment  of  income 
and  excess-profits  taxes,  during  such  time  and  under 
such  regulations  as  the  Commissioner  of  Internal 
Revenue,  with  the  approval  of  the  Secretary  of  the 
Treasury,  shall  prescribe ;  but  if  a  check  so  received 
is  not  paid  by  the  bank  on  which  it  is  drawn  the 
person  by  whom  such  check  has  been  tendered  shall 
remain  liable  for  the  payment  of  the  tax  and  for 
all  legal  penalties  and  additions  the  same  as  if  such 
check  had  not  been  tendered. 

*As  amended  October  3,  1017. 
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Withholding 
applies  to  income 
accruing:  to 
individuals  from 
securities 
containing:  a 
"tax-free" 
covenant 


ceipt,  custody  J  disposal,  or  payment  of  interest,  rent, 
salaries,  wages,  premiums,  annuities,  compensation, 
remuneration,  emoluments,  or  other  flawed  or  deter- 
minable annual  or  periodical  gain^,  profits,  and  in- 
come of  any  nonresident  alien  individual,  other  than 
income  derived  from  dividends  on  capital  stock,  or 
from  the  net  earnings  of  a  corporation,  joint-stock 
company  or  association,  or  insurance  company, 
which  is  taxable  upon  its  net  income  as  provided  in 
this  title,  are  hereby  authorized  and  required  to  de- 
duct and  withhold  from  such  annual  or  periodical 
gains,  profits,  and  income  such  sum  as  will  be  suffi- 
cient to  pay  the  normal  taoo  imposed  thereon  by  this 
title,  and  shall  make  return  thereof  on  or  before 
March  first  of  each  year  and,  on  or  before  the  time 
fiooed  by  law  for  the  payment  of  the  taoo,  shall  pay 
the  amount  withheld  to  the  officer  of  the  United 
States  Government  authorized  to  receive  the  same; 
and  they  are  each  hereby  made  personally  liable  for 
such  tax,  and  they  are  each  hereby  indemnified 
against  every  person,  corporation,  partnership,  as- 
sociation, or  insurance  company,  or  demand  whatso- 
ever for  all  payments  which  they  shall  make  in  pur- 
suance and  by  virtue  of  this  title, 

"(c)  *The  amount  of  the  normdUtax  here- 
inbefore imposed  shall  also  be  deducted  and  with- 
held from  fixed  or  determinable  annual  or  period- 
ical gains,  profits,  and  income  derived  from  inter- 
est upon  bonds  and  mortgages,  or  deeds  of  trust 
or  other  similar  obligations  of  corporations,  joint- 
stock  companies,  associations,  and  insurance  com- 
panies {if  such  bonds,  mortgages,  or  other  obli- 
gations contain  a  contract  or  provision  by  which 
the  obligor  agrees  to  pay  any  portion  of  the 
tax  imposed  by  this  title  upon  the  obligee  or  to 
reimburse  the  obligee  for  any  portion  of  the  tax 
or  to  pay  the  interest  without  deduction  for  any 
tax  which  the  obligor  may  be  required  or  per- 

*As  amended  October  3,  1917. 
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mitted  to  pay  thereon  or  to  retain  therefrom  un- 
der any  law  of  the  United  States),  whether  pay- 
able annually  or  at  shorter  or  longer  periods  and 
whether  such  interest  is  payable  to  a  nonresident 
alien  individual  or  to  an  individual  citizen  or  resi- 
dent of  the  United  States,  subject  to  the  provis- 
ions of  the  foregoing  subdivision  (b)  of  this  sec- 
tion requiring  the  taoo  to  be  withheld  at  the  source 
and  deducted  from  annual  income  and  returned 
and  paid  to  the  Government,  unless  the  person 
entitled  to  receive  such  interest  shall  file  with  the 
withholding  agent,  on  or  before  February  first,  a 
signed  notice  in  writing  claiming  the  benefit  of  an 
exemption  under  section  seven  of  this  Title" 

"(d)  ^All  persons,  corporations,  2?^^^^^^-  Re*«fnired  for 
ships,  or  associations,  undertaking  as  a  matter  of  ?oilign**"nt*erest 
business  or  for  profit  the  collection  of  foreign  pay- 
ments of  interest  or  dividends  by  means  of  cou- 
pons, checks,  or  bills  of  exchange  shall  obtain  a 
license  from  the  Commissioner  of  Internal  Rev- 
enue, and  shall  be  subject  to  such  regulations  en- 
abling the  Government  to  obtain  the  information 
required  under  this  title,  as  the  Commissioner  of 
Internal  Revenue,  with  the  approval  of  the  Sec- 
retary of  the  Treasury,  shall  prescribe;  and  who- 
ever knowingly  undertakes  to  collect  such  pay- 
ments as  aforesaid  without  having  obtained  a  li- 
cense therefor,  or  without  complying  with  such 
regulations,  shall  be  deemed  guilty  of  a  misde- 
meanor and  for  each  offense  be  fined  in  a  sum  not 
exceeding  $5,000,  or  imprisoned  for  a  term  not 
exceeding  one  year,  or  both,  in  the  discretion  of 
the  court. 


and  dividend 
payments 


"(^)  ^The  tax  herein  imposed  upon  gains, 
profits,  and  incomes  not  falling  under  the  forego- 
ing and  not  returned  and  paid  by  virtue  of  the 
foregoing  or  as  otherwise  provided  by  law  shall 


Personal  returns 


*As  amended  October  3,  1917. 
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Purpose  of  tlie 
law 


WitKlioldiiig  at 
source  applies* 
only  to  normal 
tax  on  non- 
resident aliens 


IT.  Income  Tax 
on  Corporations 

1.  Basis  of  tax 
(See  footnote, 
War  Income  Tax, 
Sec.  4.) 

On  TTliat  income 
levied 


be  assessed  by  personal  return  under  rules  and 
regulations  to  be  prescribed  by  the  Commissioner 
of  Internal  Revenue  and  approved  by  the  Secre- 
tary of  the  Treasury,  The  intent  and  purpose  of 
this  title  is  that  all  gains,  profits,  and  income  of  a 
taooable  class,  as  defined  by  this  title,  shall  be 
charged  and  assessed  with  the  corresponding  taoo, 
normal  and  additional,  prescribed  by  this  title, 
and  said  tax  shall  be  paid  by  the  owner  of  such 
income,  or  the  proper  representative  having  the 
receipt,  custody,  control,  or  disposal  of  the  same. 
For  the  purpose  of  this  title  ownership  or  liability 
shall  be  determined  as  of  the  year  for  which  a  re- 
turn is  required  to  be  rendered, 

''The  provisions  of  this  section,  except  subdi- 
vision (c),  relating  to  the  deduction  and  payment 
of  the  tax  at  the  source  of  income  shall  only  ap- 
ply to  the  normal  tax  hereinbefore  imposed  upon 
nonresident  alien  individuals," 

Part  II. — On  Corporations. 
''Sec,  10, *f  (a)  That  there  shall  be  levied, 
assessed,  collected,  and  paid  annually  upon  the 
total  net  income  received  in  the  preceding  calen- 
dar year  from  all  sources  by  every  corporation, 
joint-stock  company  or  association,  or  Jnsurance 
company,  organized  in  the  United  States,  no  mat- 


Supplementary- 
war  tax  on 
corporations, 

4% 


WAR  INCOME  TAX. 
f  (The  tax  imposed  below  is  in  addition  to  the  existing  2%  tax 
on  corporations.    A  corporation,  therefore,  is  subject  to  a  total 
tax  on  net  income  of  6%.) 

Sec.  4.  That  in  addition  to  the  tax  imposed 
by  subdivision  (a)  of  section  ten  of  such  Act  of 
September  eighth,  nineteen  hundred  and  sixteen, 
as  amended  by  this  Act,  there  shall  be  levied,  as- 
sessed, collected,  and  paid  a  like  tax  of  four  per 
centum  upon  the  income  received  in  the  calendar 
year  nineteen  hundred  and  seventeen  and  every 
calendar  year  thereafter,  by  every  corporation, 
joint-stock  company  or  association,  or  insurance 


*As  amended  October  3,  1917. 

118 


INCOME  TAX  ON  CORPORATIONS 


ter  how  created  or  organized,  hut  not  including  corporations, 
partnerships,  a  tax  of  two  per  centum  upon  such 
income;  and  a  like  taoo  shall  he  levied,  assessed, 
collected,  and  paid  annually  upon  the  total  net  in-  Foreign 
come  received  in  the  preceding  calendar  year  from  corporations,  2% 
all  sources  within  the  United  States  hy  every  cor- 
poration, joint-stock  company  or  association,  or 
insurance  company,  organized,  authorized,  or  eoo-  defined^  income 
isting  under  the  laws  of  any  foreign  country,  in- 
cluding interest  on  honds,  notes,  or  other  interest- 
hearing  ohligations  of  residents,  corporate  or 
otherwise,  and  including  the  income  derived  from 
dividends  on  capital  stock  or  from  net  earnings 
of  resident  corporations,  joint-stock  companies  or 
associations,  or  insurance  companies,  whose  net 
income  is  taooahle  under  this  title 

The  foregoing  tax  rate  shall  apply  to  the  to-  caienS^^yeai** 
tal  net  income  received  by  every  taxable  corpora-  m**ay  "eS^^owi 
tion,  joint-stock  company  or  association,  or  insur-  ^^^"^^  ^^^"^ 
ance  company  in  the  calendar  year  nineteen  hun- 
dred and  sixteen  and  in  each  year  thereafter,  ex- 
cept that  if  it  has  fixed  its  own  fiscal  year  under 
the  provisions  of  existing  law,  the  foregoing  rate 
shall  apply  to  the  proportion  of  the  total  net  in- 
come returned  for  the  fiscal  year  ending  prior  to 
December  thirty-first,  nineteen  hundred  and  six- 
teen, which  the  period  between  January  first, 
nineteen  hundred  and  sixteen,  and  the  end  of  such 
fiscal  year  bears  to  the  whole  of  such  fiscal  year. 


company,  subject  to  the  tax  imposed  by  that  sub- 
division of  that  section,  except  that  if  it  has  fixed 
its  own  fiscal  year,  the  tax  imposed  by  this  sec- 
tion for  the  fiscal  year  ending  during  the  calen- 
dar year  nineteen  hundred  and  seventeen  shall  be 
levied,  assessed,  collected,  and  paid  only  on  that 
proportion  of  its  income  for  such  fiscal  year  which 
the  period  between  January  first,  nineteen  hun- 
dred and  seventeen,  and  the  end  of  such  fiscal 
year  bears  to  the  whole  of  such  fiscal  year. 
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and  the  rate  fixed  in  Section  II  of  the  Act  ap- 
proved October  third,  nineteen  hundred  and  thir- 
teen, entitled  "An  Act  to  reduce  tariff  duties  and 
to  provide  revenue  for  the  Government,  and  for 
other  purposes,"  shall  apply  to  the  remaining 
portion  of  the  total  net  income  returned  for  such 
fiscal  year. 

of  **#ropI?t?  purpose  of  ascertaining  the  gain  de- 

to*Mar.'*if'i9i3  i^i^cd  or  loss  sustained,  from  the  sale  or  other 
disposition  by  a  corporation,  joint-stock  company 
or  association,  or  insurance  company,  of  property, 
real,  personal,  or  mixed,  acquired  before  March 
first,  nineteen  hundred  and  thirteen,  the  fair  mar- 
ket price  or  value  of  such  property  as  of  March 
first,  nineteen  hundred  and  thirteen,  shall  be  the 
basis  for  determining  the  amount  of  such  gain 
derived  or  loss  sustained. 


2.  Undistributed 
profits  tax 


"(&)*  In  addition  to  the  income  face  imposed 
by  subdivision  (a)  of  this  section  there  shall  be 
levied,  assessed,  collected,  and  paid  annually  an 


normal  tax 


?J^eiVed**bF  The  tax  imposed  by  this  section  shall  be  com- 

ml?**be**c?edited  putcd,  Icvlcd,  asscsscd,  collected,  and  paid  upon 
*up*pie*I^n/arF  ^hc  samc  lucomcs  and  in  the  same  manner  as  the 
tax  imposed  by  subdivision  (a)  of  section  ten  of 
such  Act  of  September  eighth,  nineteen  hundred 
and  sixteen,  as  amended  by  this  Act,  except  that 
for  the  purpose  of  the  tax  imposed  by  this  section 
the  income  embraced  in  a  return  of  a  corporation, 
joint-stock  company  or  association,  or  insurance 
company,  shall  be  credited  with  the  amount  re- 
ceived as  dividends  upon  the  stock  or  from  the 
net  earnings  of  any  other  corporation^  joint-stock 
company  or  association,  or  insurance  company, 
which  is  taxable  upon  its  net  income  as  provided 
in  this  title. 

*As  amended  October  3,  1917. 
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additional  tax  of  ten  per  centum  upon  the  amount.  On.  wliat  levied 
remaining  undistributed  six  months  after  the  end 
of  each  calendar  or  fiscal  year,  of  the  total  net 
income  of  every  corporation,  joint-stock  company 
or  association,  or  insurance  company,  received 
during  the  year,  as  determined  for  the  purposes 
of  the  tax  imposed  by  such  subdivision  (a),  but 
not  including  the  amount  of  any  income  taxes 
paid  by  it  within  the  year  imposed  by  the  author- 
ity of  the  United  States. 


"The  tax  imposed  by  this  subdivision  shall 
not  apply  to  that  portion  of  such  undistributed 
net  income  which  is  actually  invested  and  em- 
ployed in  the  business  or  is  retained  for  employ- 
ment in  the  reasonable  requirements  of  the  busi- 
ness, or  is  invested  in  obligations  of  the  United 
States  issued  after  September  first,  nineteen  hun- 
dred and  seventeen:  Provided,  That  if  the  Sec- 
retary of  the  Treasury  ascertains  and  finds  that 
any  portion  of  such  amount  so  retained  at  any 
time  for  employment  in  the  business  is  not  so  em- 
ployed or  is  not  reasonably  required  in  the  busi- 
ness a  tax  of  fifteen  per  centum  shall  be  levied, 
assessed,  collected,  and  paid  thereon, 

"The  foregoing  tax  rates  shall  apply  to  the 
undistributed  net  income  received  by  every  tax- 
able corporation,  joint-stock  company  or  associa- 
tion, or  insurance  company  in  the  calendar  year 
nineteen  hundred  and  seventeen  and  in  each  year 
thereafter,  except  that  if  it  has  fixed  its  own  fiscal 
year  under  the  provisions  of  existing  law,  the 
foregoing  rates  shall  apply  to  the  proportion  of 
the  taxable  undistributed  net  income  returned  for 
the  fiscal  year  ending  prior  to  December  thirty- 
first,  nineteen  hundred  and  seventeen,  which  the 
period  between  January  first,  nineteen  hundred 
and  seventeen,  and  the  end  of  such  fiscal  year 
bears  to  the  whole  of  such  fiscal  year," 
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Tax  applies  to 
year  1917  and 
follovring  years 


FEDERAL  INCOME  TAX  LAW 


3.  Conditional 
and.  otber 
exemptions 

Orgranizations 
exempted 


Conditional  and  Other  Exemptions. 

Sec.  11.  (a)  That  there  shall  not  be  taxed 
under  this  title  any  income  received  by  any — 

First.  Labor,  agricultural,  or  horticultural 
organization ; 

Second.  Mutual  savings  bank  not  having  a 
capital  stock  represented  by  shares; 

Third.  Fraternal  beneficiary  society,  order, 
or  association,  operating  under  the  lodge  system 
or  for  the  exclusive  benefit  of  the  members  of  a 
fraternity  itself  operating  under  the  lodge  system, 
and  providing  for  the  payment  of  life,  sick,  acci- 
dent, or  other  benefits  to  the  members  of  such 
society,  order,  or  association  or  their  dependents; 

Fourth.  Domestic  building  and  loan  asso- 
ciation and  cooperative  banks  without  capital 
stock  organized  and  operated  for  mutual  pur- 
poses and  without  profit; 

Fifth.  Cemetery  company  owned  and  oper- 
ated exclusively  for  the  benefit  of  its  members; 

Sixth.  Corporation  or  association  organized 
and  operated  exclusively  for  religious,  charitable, 
scientific,  or  educational  purposes,  no  part  of  the 
net  income  of  which  inures  to  the  benefit  of  any 
private  stockholder  or  individual; 

Seventh.  Business  league,  chamber  of  com- 
merce, or  board  of  trade,  not  organized  for  profit 
and  no  part  of  the  net  income  of  which  inures  to 
the  benefit  of  any  private  stockholder  or  individ- 
ual; 

Eighth.  Civic  league  or  organization  not  or- 
ganized for  profit  but  operated  exclusively  for  the 
promotion  of  social  welfare; 

Ninth.    Club  organized  and  operated  exclu- 
sively for  pleasure,  recreation,  and  other  non- 
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profitable  purposes,  no  part  of  the  net  income  of 
which  inures  to  the  benefit  of  any  private  stock- 
holder or  member; 

Tenth.  Farmers'  or  other  mutual  hail, 
cyclone,  or  fire  insurance  company,  mutual  ditch 
or  irrigation  company,  mutual  or  cooperative 
telephone  company,  or  like  organization  of  a 
purely  local  character,  the  income  of  which  con- 
sists solely  of  assessments,  dues,  and  fees  collected 
from  members  for  the  sole  purpose  of  meeting  its 
expenses ; 

Eleventh.  Farmers',  fruit  growers',  or  like 
association,  organized  and  operated  as  a  sales 
agent  for  the  purpose  of  marketing  the  products 
of  its  members  and  turning  back  to  them  the  pro- 
ceeds of  sales,  less  the  necessary  selling  expenses, 
on  the  basis  of  the  quantity  of  produce  furnished 
by  them; 

Twelfth.  Corporation  or  association  organ- 
ized for  the  exclusive  purpose  of  holding  title  to 
property,  collecting  income  therefrom,  and  turn- 
ing over  the  entire  amount  thereof,  less  expenses, 
to  an  organization  which  itself  is  exempt  from  the 
tax  imposed  by  this  title;  or 

Thirteenth.  Federal  land  banks  and  na- 
tional farm-loan  associations  as  provided  in  sec- 
tion twenty-six  of  the  Act  approved  July  seven- 
teenth, nineteen  hundred  and  sixteen,  entitled  "An 
Act  to  provide  capital  for  agricultural  develop- 
ment, to  create  standard  forms  of  investment 
based  upon  farm  mortgage,  to  equalize  rates  of 
interest  upon  farm  loans,  to  furnish  a  market  for 
United  States  bonds,  to  create  Government  de- 
positaries and  financial  agents  for  the  United 
States,  and  for  other  purposes." 

Fourteenth.  Joint-stock  land  banks  as  to  in- 
come derived  from  bonds  or  debentures  of  other 
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Income  accruing: 
to  political 
subdivisions  of 
U.  S.  exempted 


joint-stock  land  banks  or  any  Federal  land  bank 
belonging  to  such  joint-stock  land  bank. 

(b)  There  shall  not  be  taxed  under  this  title 
any  income  derived  from  any  public  utility  or 
from  the  exercise  of  any  essential  governmental 
function  accruing  to  any  State,  Territory,  or  the 
District  of  Columbia,  or  any  political  subdivision 
of  a  State  or  Territory,  nor  any  income  accruing 
to  the  government  of  the  Philippine  Islands  or 
Porto  Rico,  or  of  any  political  subdivision  of  the 
Philippine  Islands  or  Porto  Rico:  Provided,  That 
whenever  any  State,  Territory,  or  the  District  of 
Columbia,  or  any  political  subdivision  of  a  State 
or  Territory,  has,  prior  to  the  passage  of  this  title, 
entered  in  good  faith  into  a  contract  with  any 
person  or  corporation,  the  object  and  purpose  of 
which  is  to  acquire,  construct,  operate,  or  main- 
tain a  public  utility,  no  tax  shall  be  levied  under 
the  provisions  of  this  title  upon  the  income  de- 
rived from  the  operation  of  such  public  utility,  so 
far  as  the  payment  thereof  will  impose  a  loss  or 
burden  upon  such  State,  Territory,  or  the  Dis- 
trict of  Columbia,  or  a  political  subdivision  of  a 
State  or  Territory;  but  this  provision  is  not  in- 
tended to  confer  upon  such  person  or  corporation 
any  financial  gain  or  exemption  or  to  relieve  such 
person  or  corporation  from  the  payment  of  a  tax 
as  provided  for  in  this  title  upon  the  part  or  por- 
tion of  the  said  income  to  which  such  person  or 
corporation  shall  be  entitled  under  such  contract. 


4.  Dednctlonn 
alloweil  to 
domestic 
corporations 


Deductions. 

Sec.  12.  (a)  In  the  case  of  a  corporation, 
joint-stock  company  or  association,  or  insurance 
company,  organized  in  the  United  States,  such  net 
income  shall  be  ascertained  by  deducting  from  the 
gross  amount  of  its  income  received  within  the 
year  from  all  sources — 
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First.  All  the  ordinary  and  necessary  ex-  Expenses 
penses  paid  within  the  year  in  the  maintenance 
and  operation  of  its  business  and  properties,  in- 
cluding rentals  or  other  payments  required  to  be 
made  as  a  condition  to  the  continued  use  or  pos- 
session of  property  to  which  the  corporation  has 
not  taken  or  is  not  taking  title,  or  in  which  it  has 
no  equity. 

Second.  All  losses  actually  sustained  and  ^^pieciation  au<i 
charged  off  within  the  year  and  not  compensated  ^^^^^^^^^^^ 
by  insurance  or  otherwise,  including  a  reasonable 
allowance  for  the  exhaustion,  wear  and  tear  of 
property  arising  out  of  its  use  of  employment  in 
the  business  or  trade;  (a)  in  the  case  of  oil  and 
gas  wells  a  reasonable  allowance  for  actual  re- 
duction in  flow  and  production  to  be  ascertained 
not  by  the  flush  flow,  but  by  the  settled  production 
or  regular  flow;  (6)  in  the  case  of  mines  a  rea- 
sonable allowance  for  depletion  thereof  not  to  ex- 
ceed the  market  value  in  the  mine  of  the  product 
thereof  which  has  been  mined  and  sold  during  the 
year  for  which  the  return  and  computation  are 
made,  such  reasonable  allowance  to  be  made  in 
the  case  of  both  (a)  and  (b)  under  rules  and 
regulations  to  be  prescribed  by  the  Secretary  of 
the  Treasury;  Provided^  That  when  the  allowance 
authorized  in  (a)  and  (b)  shall  equal  the  capital 
originally  invested,  or  in  case  of  purchase  made 
prior  to  March  first,  nineteen  hundred  and  thir- 
teen, the  fair  market  value  as  of  that  date,  no 
further  allowance  shall  be  made;  and  (c)  in  the 
case  of  insurance  companies,  the  net  addition,  if 
any,  required  by  law  to  be  made  within  the  year 
to  reserve  funds  and  the  sums  other  than  divi- 
dends paid  within  the  year  on  policy  and  annuity 
contracts:  Provided,  That  no  deduction  shall  be  Ib^tteimJnts 
allowed  for  any  amount  paid  out  for  new  build-  aii«^ed 
ings,  permanent  improvements,  or  betterments 
made  to  increase  the  value  of  any  property  or 
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Mutual 

insurance 
companies; 
regulations  for 


A  percentapre  of 
interest  paid 
on  indebtedness, 
except  that 
incurred  in 
purchase  of  tax 
exempt 
securities 


How  determined 


estate,  and  no  deduction  shall  be  made  for  any 
amount  of  expense  of  restoring  property  or  mak- 
ing good  the  exhaustion  thereof  for  which  an  al- 
lowance is  or  has  been  made:  Provided  further^ 
That  mutual  fire  and  mutual  employers'  liability 
and  mutual  workmen's  compensation  and  mutual 
casualty  insurance  companies  requiring  their  mem- 
bers to  make  premium  deposits  to  provide  for 
losses  and  expenses  shall  not  return  as  income 
any  portion  of  the  premium  deposits  returned  to 
their  policyholders,  but  shall  return  as  taxable  in- 
come all  income  received  by  them  from  all  other 
sources  plus  such  portions  of  the  premium  depos- 
its as  are  retained  by  the  companies  for  purposes 
other  than  the  payment  of  losses  and  expenses 
and  reinsurance  reserves:  Provided  further^  That 
mutual  marine  insurance  companies  shall  include 
in  their  return  of  gross  income  gross  premiums 
collected  and  received  by  them  less  amounts  paid 
for  reinsurance,  but  shall  be  entitled  to  include  in 
deductions  from  gross  income  amounts  repaid  to 
policyholders  on  account  of  premiums  previously 
paid  by  them  and  interest  paid  upon  such  amounts 
between  the  ascertainment  thereof  and  the  pay- 
ment thereof,  and  life  insurance  compajaies  shall 
not  include  as  income  in  any  year  such  portion 
of  any  actual  premium  received  from  any  indi- 
vidual policyholder  as  shall  have  been  paid  back 
or  credited  to  such  individual  policyholder,  or 
treated  as  an  abatement  of  premium  of  such  indi- 
vidual policyholder,  within  such  year; 

"Third.^  The  amount  of  interest  paid  within 
the  year  on  its  indebtedness  {except  on  indebted- 
ness incurred  for  the  purchase  of  obligations  or 
securities  the  interest  upon  which  is  exempt  from 
taxation  as  income  under  this  title)  to  an  amount 
of  such  indebtedness  not  in  excess  of  the  sum  of 
(a)  the  entire  amount  of  the  paid-up  capital  stock 

*As  amended  October  3,  1917. 
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outstanding  at  the  close  of  the  year,  or,  if  no  capi- 
tal stock,  the  entire  amount  of  capital  employed 
in  the  business  at  the  close  of  the  year,  and  (b) 
one-half  of  its  interest-bearing  indebtedness  then  preferred  stock 
outstanding:   Provided,  That  for  the  purpose  of  EeLiSs^dTebt 
this  title  preferred  capital  stock  shall  not  be  con- 
sidered interest-bearing  indebtedness,  and  inter- 
est or  dividends  paid  upon  this  stock  shall  not  be 
deductible  from  gross  income:  Provided  further,  Ioi-pa?'stock 
That  in  cases  wherein  shares  of  capital  stock  are 
issued  without  par  or  nominal  value,  the  amount 
of  paid-up  capital  stock,  within  the  meaning  of 
this  section,  as  represented  by  such  shares,  will  be 
the  amount  of  cash,  or  its  equivalent,  paid  or 
transferred  to  the  corporation  as  a  consideration 
for  such  shares:  Provided  further.  That  in  the  couatera?r* 
case  of  indebtedness  wholly  secured  by  property  K^'i^diniry^*^ 
collateral,  tangible  or  intangible,  the  subject  of  corporation's 
sale  or  hypothecation  in  the  ordinary  business  of 
such  corporation,  joint-stock  company  or  associa- 
tion as  a  dealer  only  in  the  property  constituting 
such  collateral,  or  in  loaning  the  funds  thereby 
procured,  the  total  interest  paid  by  such  corpora- 
tion, company,  or  association  within  the  year  on 
any  such  indebtedness  may  be  deducted  as  a  part 
of  its  expenses  of  doing  business,  but  interest  on 
such  indebtedness  shall  only  be  deductible  on  an 
amount  of  such  indebtedness  not  in  excess  of  the  Bonds  issned 
actual  value  of  such  property  collateral:  Provided  7t^^^Tv^<t'^^^ 
further.  That  in  the  case  of  bonds  or  other  in- 
debtedness,  which  have  been  issued  with  a  guar- 
anty that  the  interest  payable  thereon  shall  be 
free  from  taxation,  no  deduction  for  the  payment 
of  the  tax  herein  imposed,  or  any  other  tax  paid 
pursuant  to  such  guaranty,  shall  be  allowed;  and  interest  paid  by 
in  the  case  of  a  bank,  banking  association,  loan  or  Sep?sit? 
trust  company,  interest  paid  within  the  year  on 
deposits  or  on  moneys  received  for  investment  and 
secured  by  interest-bearing  certificates  of  indebt- 
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edness  issued  by  such  bank,  banking  association, 
loan  or  trust  company  shall  be  deducted; 

^'Fourth,  Taxes  paid  within  the  year  im- 
posed by  the  authority  of  the  United  States  {ex- 
cept income  and  excess  profits  taxes),  or  of  its 
Territories,  or  possessions,  or  any  foreign  coun- 
try, or  by  the  authority  of  any  State,  county, 
school  district,  or  municipality,  or  other  taxing  sub- 
division of  any  State,  not  including  those  assessed 
against  local  benefits/^ 

(b)  In  the  case  of  a  corporation,  joint-stock 
company  or  association,  or  insurance  company,  or- 
ganized, authorized,  or  existing  under  the  laws  of 
any  foreign  country,  such  net  income  shall  be  as- 
certained by  deducting  from  the  gross  amount  of 
its  income  received  within  the  year  from  all 
sources  within  the  United  States — 

First.  All  the  ordinary  and  necessary  ex- 
penses actually  paid  within  the  year  out  of  earn- 
ings in  the  maintenance  and  operation  of  its  busi- 
ness and  property  within  the  United  States,  in- 
cluding rentals  or  other  payments  required  to  be 
made  as  a  condition  to  the  continued  use  or  pos- 
session of  property  to  which  the  corporation  has 
not  taken  or  is  not  taking  title,  or  in  which  it  has 
no  equity. 

Second.  All  losses  actually  sustained  within 
the  year  in  business  or  trade  conducted  by  it  with- 
in the  United  States  and  not  compensated  by  in- 
surance or  otherwise,  including  a  reasonable  al- 
lowance for  the  exhaustion,  wear  and  tear  of 
property  arising  out  of  its  use  or  employment  in 
the  business  or  trade;  (a)  and  in  the  case  of  oil 
and  gas  wells  a  reasonable  allowance  for  actual 
reduction  in  flow  and  production  to  be  ascertained 
not  by  the  flush  flow,  but  by  the  settled  produc- 
tion or  regular  flow;  (b)  in  the  case  of  mines  a  rea- 
sonable allowance  for  depletion  thereof  not  to  ex- 
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ceed  the  market  value  in  the  mine  of  the  product 
thereof  which  has  been  mined  and  sold  during  the 
year  for  which  the  returia  and  computation  are 
made,  such  reasonable  allowance  to  be  made  in  the 
case  of  both  {a)  and  (b)  under  rules  and  regula- 
tions to  be  prescribed  by  the  Secretary  of  the  Treas- 
ury: Provided,  That  when  the  allowance  authorized 
in  (a)  and  (fo)  shall  equal  the  capital  originally  in- 
vested, or  in  case  of  purchase  made  prior  to 
March  first,  nineteen  hundred  and  thirteen,  the 
fair  market  value  as  of  that  date,  no  further  al- 
lowance shall  be  made;  and  (c)  in  the  case  of  in- 
surance companies,  the  net  addition,  if  any,  re- 
quired by  law  to  be  made  within  the  year  to  re- 
serve funds  and  the  sums  other  than  dividends 
paid  within  the  year  on  policy  and  annuity  con-  ^^^^ 
tracts:  Provided,  That  no  deduction  shall  be  al-  betterment*)  not 
lowed  for  any  amount  paid  out  for  new  buildings,  ^ 
permanent  improvements,  or  betterments,  made 
to  increase  the  value  of  any  property  or  estate, 
and  no  deduction  shall  be  made  for  any  amount 
of  expense  of  restoring  property  or  making  good 
the  exhaustion  thereof  for  which  an  allowance  is 
or  has  been  made :  Provided  further.  That  mutual  Mutual 
fire  and  mutual  employers'  liability  and  mutual  companies 
workmen's  compensation  and  mutual  casualty  in- 
surance companies  requiring  their  members  to 
make  premium  deposits  to  provide  for  losses  and 
expenses  shall  not  return  as  income  any  portion 
of  the  premium  deposits  returned  to  their  policy- 
holders, but  shall  return  as  taxable  income  all  in- 
come received  by  them  from  all  other  sources  plus 
such  portions  of  the  premium  deposits  as  are  re- 
tained by  the  companies  for  purposes  other  than 
the  payment  of  losses  and  expenses  and  reinsur- 
ance reserves:    Provided  further.  That  mutual 
marine  insurance  companies  shall  include  in  their 
return  of  gross  income  gross  premiums  collected 
and  received  by  them  less  amounts  paid  for  rein- 
surance, but  shall  be  entitled  to  include  in  deduc- 
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tions  from  gross  income  amounts  repaid  to  policy- 
holders on  account  of  premiums  previously  paid 
by  them,  and  interest  paid  upon  such  amounts  be- 
tween the  ascertainment  thereof  and  the  payment 
thereof,  and  life  insurance  companies  shall  not  in- 
clude as  income  in  any  year  such  portion  of  any 
actual  premium  received  from  any  individual  pol- 
icyholder as  shall  have  been  paid  back  or  credited 
to  such  individual  policyholder,  or  treated  as  an 
abatement  of  premium  of  such  individual  policy- 
holder, within  such  year; 

"Third,^  The  amount  of  interest  paid  with- 
in  the  year  on  its  indebtedness  {eoocept  on  indebt- 
edness incurred  for  the  purchase  of  obligations 
or  securities  the  interest  upon  which  is  exempt 
from  taxation  as  income  under  this  title)  to  an 
amount  of  such  indebtedness  not  in  excess  of  the 
proportion  of  the  sum  of  (a)  the  entire  amount  of 
the  paid-up  capital  stock  outstanding  at  the  close 
of  the  year,  or,  if  no  capital  stock,  the  entire 
amount  of  the  capital  employed  in  the  business  at 
the  close  of  the  year,  and  (b)  one-half  of  its  in- 
terest-bearing indebtedness  then  outstanding, 
which  the  gross  amount  of  its  income  for  the  year 
from  business  transacted  and  capiM  invested 
within  the  United  States  bears  to  the  gross  amount 
of  its  income  derived  from  all  sources  within  and 
without  the  United  States:  Provided,  That  in  the 
case  of  bonds  or  other  indebtedness  which  have 
been  issued  with  a  guaranty  that  the  interest  pay- 
able thereon  shall  be  free  from  taxation,  no  de- 
duction for  the  payment  of  the  tax  herein  imposed 
or  any  other  tax  paid  pursuant  to  such  guaranty 
shall  be  allowed;  and  in  case  of  a  bank,  banking 
association,  loan  or  trust  company,  or  branch 
thereof,  interest  paid  within  the  year  on  deposits 
by  or  on  moneys  received  for  investment  from 
either  citizens  or  residents  of  the  United  States 

*As  amended  October  3,  1917. 
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and  secured  by  interest-bearing  certificates  of  in- 
debtedness issued  by  such  bank,  banking  associa- 
tion, loan  or  trust  company,  or  branch  thereof; 

''Fourth,  Taxes  paid  within  the  year  imposed 
by  the  authority  of  the  United  States  {except  in- 
come and  excess  profits  taxes),  or  of  its  Terri- 
tories, or  possessions,  or  by  the  authority  of  any 
State,  county,  school  district,  or  municipality,  or 
other  taxing  subdivision  of  any  State,  paid  within 
the  United  States,  not  including  those  assessed 
against  local  benefits" 

(c)    In  the  case  of  assessment  insurance  com- 
panies, whether  domestic  or  foreign,  the  actual  Insurance 
deposit  of  sums  with  State  or  Territorial  officers,  provisions ' 
pursuant  to  law,  as  additions  to  guarantee  or  re-  ^'^^^^^^^^ 
serve  funds  shall  be  treated  as  being  payments  re- 
quired by  law  to  reserve  funds. 


Returns. 

Sec.  13.  (a)  The  tax  shall  be  computed  upon  Joi^oiSonSf 
the  net  income,  as  thus  ascertained,  received  within  Computation  of 
each  preceding  calendar  year  ending  December  ma?*fi*5*own 
thirty-first:  Provided,  That  any  corporation,  joint-  ^^^'^'^  ^^"^^ 
stock  company  or  association,  or  insurance  com- 
pany, subject  to  this  tax,  may  designate  the  last 
day  of  any  month  in  the  year  as  the  day  of  the 
closing  of  its  fiscal  year  and  shall  be  entitled  to  have 
the  tax  payable  by  it  computed  upon  the  basis  of 
the  net  income  ascertained  as  herein  provided  for 
the  year  ending  on  the  day  so  designated  in  the 
year  preceding  the  date  of  assessment  instead  of 
upon  the  basis  of  the  net  income  for  the  calendar 
year  preceding  the  date  of  assessment ;  and  it  shall 
give  notice  of  the  day  it  has  thus  designated  as  the 
closing  of  its  fiscal  year  to  the  collector  of  the  dis- 
trict in  which  its  principal  business  office  is  located 
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at  any  time  not  less  than  thirty  days  prior  to  the 
first  day  of  March  of  the  year  in  which  its  return 
would  be  filed  if  made  upon  the  basis  of  the  cal- 
endar year ; 

(fo)  Every  corporation,  joint-stock  company 
or  association,  or  insurance  company,  subject  to  the 
tax  herein  imposed,  shall,  on  or  before  the  first  day 
of  March,  nineteen  hundred  and  seventeen,  and  the 
first  day  of  March  in  each  year  thereafter,  or,  if  it 
has  designated  a  fiscal  year  for  the  computation  of 
its  tax,  then  within  sixty  days  after  the  close  of 
such  fiscal  year  ending  prior  to  December  thirty- 
first,  nineteen  hundred  and  sixteen,  and  the  close 
of  each  such  fiscal  year  thereafter,  render  a  true 
and  accurate  return  of  its  annual  net  income  in  the 
manner  and  form  to  be  prescribed  by  the  Commis- 
sioner of  Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury,  and  containing  such 
facts,  data,  and  information  as  are  appropriate  and 
in  the  opinion  of  the  commissioner  necessary  to  de- 
termine the  correctness  of  the  net  income  returned 
and  to  carry  out  the  provisions  of  this  title.  The 
return  shall  be  sworn  to  by  the  president,  vice- 
_  president,  or  other  principal  officer,  and  by  the 

must' be  si'gned  trcasurcr  or  assistant  treasurer.  The  return  shall 
be  made  to  the  collector  of  the  district  in  which  is 
located  the  principal  office  of  the  corporation,  com- 
pany, or  association,  where  are  kept  its  books  of 
account  and  other  data  from  which  the  return  is 
prepared,  or  in  the  case  of  a  foreign  corporation, 
company,  or  association,  to  the  collector  of  the  dis- 
trict in  which  is  located  its  principal  place  of  busi- 
ness in  the  United  States,  or  if  it  have  no  principal 
place  of  business,  office,  or  agency  in  the  United 
States,  then  to  the  collector  of  internal  revenue  at 
Baltimore,  Maryland.  All  such  returns  shall  as 
received  be  transmitted  forthwith  by  the  collector 
to  the  Commissioner  of  Internal  Revenue ; 

?e^u*rn^'by  (^)        cascs  whcrciu  receivers,  trustees  in 
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bankruptcy,  or  assignees  are  operating  the  property 
or  business  of  corporations,  joint-stock  companies 
or  associations,  or  insurance  companies,  subject  to 
tax  imposed  by  this  title,  such  receivers,  trustees, 
or  assignees  shall  make  returns  of  net  income  as 
and  for  such  corporations,  joint-stock  companies 
or  associations,  and  insurance  companies,  in  the 
same  manner  and  form  as  such  organizations  are 
hereinbefore  required  to  make  returns,  and  any 
income  tax  due  on  the  basis  of  such  returns  made  by 
receivers,  trustees,  or  assignees  shall  be  assessed  and 
collected  in  the  same  manner  as  if  assessed  directly 
against  the  organizations  of  whose  businesses  or 
properties  they  have  custody  and  control; 

(d)  A  corporation,  joint-stock  company  or  prescribed 
association,  or  insurance  company,  keeping  ac-  i^eepins 
counts  upon  any  basis  other  than  that  of  actual  re- 
ceipts and  disbursements,  unless  such  other  basis 
does  not  clearly  reflect  its  income,  may,  subject  to 
regulations  made  by  the  Commissioner  of  Internal 
Revenue,  with  the  approval  of  the  Secretary  of  the 
Treasury,  make  its  return  upon  the  basis  upon 
which  its  accounts  are  kept,  in  which  case  the  tax 
shall  be  computed  upon  its  income  as  so  returned; 

^'{e)^  All  the  provisions  of  this  title  relating  ^vituboidms;  tax 
to  the  taoo  authorized  and  required  to  he  deducted  *®  gSurce^S^^* 
and  withheld  and  paid  to  the  officer  of  the  United  i^^®?*® 

^       .  •'.         ^  bonds  payable 

States  Government  authorized  to  receive  the  same  *Jrp**J*rafions 
from  the  income  of  nonresident  alien  individuals 
from  sources  within  the  United  States  shall  he 
made  applicable  to  the  taoo  imposed  hy  subdivi- 
sion (a)  of  section  ten  upon  incomes  derived  from 
interest  upon  honds  and  mortgages  or  deeds  of 
trust  or  similar  obligations  of  domestic  or  other 
resident  corporations,  joint-stock  companies  or  as- 
sociations, and  insurance  companies  by  nonresident 
alien  firms,  copartnerships,  companies,  corpora- 

*As  amended  October  3,  1917. 
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Hons,  joint-stock  companies  or  associations,  and 
insurance  companies,  not  engaged  in  business  or 
trade  within  the  United  States  and  not  having 
any  office  or  place  of  business  therein/' 

(/)  Likewise,  all  the  provisions  of  this  title 
relating  to  the  tax  authorized  and  required  to  be 
deducted  and  withheld  and  paid  to  the  officer  of 
the  United  States  Government  authorized  to  re- 
ceive the  same  from  the  income  of  nonresident 
alien  individuals  from  sources  within  the  United 
States  shall  be  made  applicable  to  income  derived 
from  dividends  upon  the  capital  stock  or  from  the 
net  earnings  of  domestic  or  other  resident  corpor- 
ations, joint-stock  companies  or  associations,  and 
insurance  companies  by  nonresident  alien  com- 
panies, corporations,  joint-stock  companies  or  as- 
sociations, and  insurance  companies  not  engaged 
in  business  or  trade  within  the  United  States  and 
not  having  any  office  or  place  of  business  therein. 


8.  Assessment  ASSESSMENT  AND  ADMINISTRATION. 

and 

administration 

of  Income  Tax  Sec.  14.  («)  All  asscssmcuts  shall  be  made 

on  corporations  ^    '  .  ,  , 

ilSe  13(f)  ^^'^  several  corporations,  jomt-stocg  compan- 

ies or  associations,  and  insurance  companies  shall 
be  notified  of  the  amount  for  which  they  are  re- 
i?8*?e^ssment  spcctivcly  liable  on  or  before  the  first  day  of  June 
of  each  successive  year,  and  said  assessment  shall 
be  paid  on  or  before  the  fifteenth  day  of  June: 
Provided,  That  every  corporation,  joint-stock 
company  or  association,  and  insurance  company, 
own^flscii'Vik?  computing  taxes  upon  the  income  of  the  fiscal 
year  which  it  may  designate  in  the  manner  here- 
inbefore provided,  shall  pay  the  taxes  due  under 
its  assessment  within  one  hundred  and  five  days 
after  the  date  upon  which  it  is  required  to  file  its 
list  or  return  of  income  for  assessment;  except  in 
cases  of  refusal  or  neglect  to  make  such  return, 
and  in  cases  of  erroneous,  false,  or  fraudulent  re- 
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turns,  in  which  cases  the  Commissioner  of  Inter- 
nal Revenue  shall,  upon  the  discovery  thereof,  at 
any  time  within  three  years  after  said  return  is 
due,  make  a  return  upon  information  obtained  as 
provided  for  in  this  title  or  by  existing  law;  and 
the  assessment  made  by  the  Commissioner  of  In- 
ternal Revenue  thereon  shall  be  paid  by  such  cor- 
poration, joint-stock  company  or  association,  or 
insurance  company  immediately  upon  notification 
of  the  amount  of  such  assessment;  and  to  any  sum 
or  sums  due  and  unpaid  after  the  fifteenth  day  of 
June  in  any  year,  or  after  one  hundred  and  five 
days  from  the  date  on  which  the  return  of  income 
is  required  to  be  made  by  the  taxpayer,  and  after 
ten  days'  notice  and  demand  thereof  by  the  col- 
lector, there  shall  be  added  the  sum  of  five  per 
centum  on  the  amount  of  tax  unpaid  and  interest 
at  the  rate  of  one  per  centum  per  month  upon 
said  tax  from  the  time  the  same  becomes  due: 
Provided,  That  upon  the  examination  of  any  re- 
turn of  income  made  pursuant  to  this  title,  the  act 
of  August  fifth,  nineteen  hundred  and  nine,  enti- 
tled, "An  act  to  provide  revenue,  equalize  duties, 
and  encourage  the  industries  of  the  United  States, 
and  for  other  purposes,"  and  the  act  of  October 
third,  nineteen  hundred  and  thirteen,  entitled,  "An 
act  to  reduce  tariff  duties  and  to  provide  revenue 
for  the  Government,  and  for  other  purposes,"  if 
it  shall  appear  that  amounts  of  tax  have  been  paid 
in  excess  of  those  properly  due,  the  taxpayer  shall 
be  permitted  to  present  a  claim  for  refund  there- 
of notwithstanding  the  provisions  of  section  thirty- 
two  hundred  and  twenty-eight  of  the  Revised 
Statutes ; 

(&)  When  the  assessments  shall  be  made,  as 
provided  in  this  title,  the  returns  together  with 
any  corrections  thereof  which  may  have  been  made 
by  the  commissioner,  shall  be  filed  in  the  ofiice  of 
the  Commissioner  of  Internal  Revenue  and  shall 
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constitute  public  records  and  be  open  to  inspection 
as  such:  Provided,  That  any  and  all  such  returns 
shall  be  open  to  inspection  only  upon  the  order 
of  the  President,  under  rules  and  regulations  to 
be  prescribed  by  the  Secretary  of  the  Treasury 
and  approved  by  the  President:  Provided  further. 
That  the  proper  officers  of  any  State  imposing 
a  general  income  tax  may,  upon  the  request  of  the 
governor  thereof,  have  access  to  said  returns  or  to 
an  abstract  thereof,  showing  the  name  and  income 
of  each  such  corporation,  joint-stock  company  or 
association,  or  insurance  company,  at  such  times 
and  in  such  manner  as  the  Secretary  of  the  Treas- 
ury may  prescribe; 


Penalty  for 

fraudulent 

return 


(c)  If  any  of  the  corporations,  joint-stock 
companies  or  associations,  or  insurance  companies 


ADMINISTRATIVE  PROVISIONS 


(War  Revenue  Act,  IX,  1009,  1010.) 

(The  following  provisions  in  regard  to  installment  payments 
and  form  of  payments  apply  to  income  and  war  indfllne  taxes  on 
corporations.) 

Sec.  1009.  That  the  Secretary  of  the  Treas- 
ury, under  rules  and  regulations  prescribed  by  him, 
shall  permit  taxpayers  liable  to  income  and  excess 
profits  taxes  to  make  payments  in  advance  in  in- 
stallments or  in  whole  of  an  amount  not  in  excess 
of  the  estimated  taxes  which  will  be  due  from  them, 
and  upon  determination  of  the  taxes  actually  due 
any  amount  paid  in  excess  shall  be  refunded  as 
taxes  erroneously  collected:  Provided,  That  when 
payment  is  made  in  installments  at  least  one-fourth 
of  such  estimated  tax  shall  be  paid  before  the  expi- 
ration of  thirty  days  after  the  close  of  the  taxable 
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aforesaid  shall  refuse  or  neglect  to  make  a  return 
at  the  time  or  times  hereinbefore  specified  in  each 
year,  or  shall  render  a  false  of  fraudulent  return, 
such  corporation,  joint-stock  company  or  associa- 
tion, or  insurance  company  shall  be  liable  to  a 
penalty  of  not  exceeding  $10,000:  Provided,  That 
the  Commissioner  of  Internal  Revenue  shall  have 
authority,  in  the  case  of  either  corporations  or  in- 
dividuals, to  grant  a  reasonable  extension  of  time 
in  meritorious  cases,  as  he  may  deem  proper. 

{d)  That  section  thirty-two  hundred  and 
twenty-five  of  the  Revised  Statutes  of  the  United 
States  be,  and  the  same  is  hereby,  amended  so  as 
to  read  as  follows: 

"Sec.  3225.  When  a  second  assessment  is 
made  in  case  of  any  list,  statement,  or  return. 


year,  at  least  an  additional  one-fourth  within  two 
months  after  the  close  of  the  taxable  year,  at  least 
an  additional  one-fourth  within  four  months  after 
the  close  of  the  taxable  year,  and  the  remainder  of 
the  tax  due  on  or  before  the  time  now  fixed  by  law 
for  such  payment :  Provided  further.  That  the  Sec- 
retary of  the  Treasury,  under  rules  and  regulations 
prescribed  by  him,  may  allow  credit  against  such 
taxes  so  paid  in  advance  of  an  amount  not  exceed- 
ing three  per  centum  per  annum  calculated  upon 
the  amount  so  paid  from  the  date  of  such  payment 
to  the  date  now  fixed  by  law  for  such  payment;  but 
no  such  credit  shall  be  allowed  on  payments  in  ex- 
cess of  taxes  determined  to  be  due,  nor  on  payments 
made  after  the  expiration  of  four  and  one-half 
months  after  the  close  of  the  taxable  year.  All 
penalties  provided  by  existing  law  for  failure  to 


137 


FEDERAL  INCOME  TAX  LAW 


which  in  the  opinion  of  the  collector  or  deputy 
collector  was  false  or  fraudulent,  or  contained  any 
understatement  or  undervaluation,  no  tax  collect- 
ed under  such  assessment  shall  be  recovered  by 
any  suit  unless  it  is  proved  that  the  said  list,  state- 
ment, or  return  was  not  false  nor  fraudulent  and 
did  not  contain  any  understatement  or  undervalu- 
ation; but  this  section  shall  not  apply  to  state- 
ments or  returns  made  or  to  be  made  in  good 
faith  under  the  laws  of  the  United  States  regard- 
ing annual  depreciation  of  oil  or  gas  wells  and 
mines." 


Forms  in  wMcli 
payment  may 
be  made 


pay  tax  when  due  are  hereby  made  applicable  to 
any  failure  to  pay  the  tax  at  the  time  or  times  re- 
quired in  this  section. 

Sec.  1010.  That  under  rules  and  regulations 
prescribed  by  the  Secretary  of  the  Treasury,  col- 
lectors of  internal  revenue  may  receive,  at  par  and 
accrued  interest,  certificates  of  indebtedness  issued 
under  section  six  of  the  Act  entitled  "An  Act  to  au- 
thorize an  issue  of  bonds  to  meet  expenditures  for 
the  national  security  and  defense,  and,  ff)r  the  pur- 
pose of  assisting  in  the  prosecution  of  the  war,  to 
extend  credit  to  foreign  governments,  and  for  other 
purposes,"  approved  April  twenty-fourth,  nineteen 
hundred  and  seventeen,  and  any  subsequent  Act  or 
Acts,  and  uncertified  checks  in  payment  of  income 
and  excess-profits  taxes,  during  such  time  and  un- 
der such  regulations  as  the  Commissioner  of  Inter- 
nal Revenue,  with  the  approval  of  the  Secretary  of 
the  Treasury,  shall  prescribe;  but  if  a  check  so  re- 
ceived is  not  paid  by  the  bank  on  which  it  is  drawn 
the  person  by  whom  such  check  has  been  tendered 
shall  remain  liable  for  the  payment  of  the  tax  and 
for  all  legal  penalties  and  additions  the  same  as  if 
such  check  had  not  been  tendered. 
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Part   III. — General  Administrative  Provi- 
sions. 

Sec.  15.*  That  the  word  "State"  or  "United  i'J;«^^r,7ra\ive 
States"  when  used  in  this  title  shall  be  construed  Zl'^i^iu^H  ot 
to  include  any  Territory,  the  District  of  Columbia,  ^'u^i^ea  ??a\es" 
Porto  Rico,  and  the  Philippine  Islands,  when  such 
construction  is  necessary  to  carry  out  its  provisions. 

Sec.  16.  That  sections  thirty-one  hundred  and 
sixty-seven,  thirty-one  hundred  and  seventy-two, 
thirty-one  hundred  and  seventy-three,  and  thirty- 
one  hundred  and  seventy-six  of  the  Revised  Stat- 
utes of  the  United  States  as  amended  are  hereby 
amended  so  as  to  read  as  follows : 

"Sec.  3167.  It  shall  be  unlawful  for  any  col-  Sfv^/^lng 
lector,  deputy  collector,  agent,  clerk,  or  other  ofS-  i^olmauln^^ 
cer  or  employee  of  the  United  States  to  divulge  or 
to  make  known  in  any  manner  whatever  not  pro- 
vided by  law  to  any  person  the  operations,  style  of 
work,  or  apparatus  of  any  manufacturer  or  pro- 
ducer visited  by  him  in  the  discharge  of  his  official 
duties,  or  the  amount  or  source  of  income,  profits, 
losses,  expenditures,  or  any  particular  thereof,  set 
forth  or  disclosed  in  any  income  return,  or  to  per- 
mit any  income  return  or  copy  thereof  or  any  book 
containing  any  abstract  or  particulars  thereof 
to  be  seen  or  examined  by  any  person  except 
as  provided  by  law ;  and  it  shall  be  unlawful  for 


*WAR  INCOME  TAX. 

(The  War  Income  Tax  does  not  apply  to  the  Philippines  and 
Porto  Rico.) 

Sec.  5.  That  the  provisions  of  this  title  shall  ?S^JJ*p^i^e« 
not  extend  to  Porto  Rico  or  the  Philippine  Islands,  longer 
and  the  Porto  Rican  or  Philippine  Legislature 
shall  have  power  by  due  enactment  to  amend,  alter, 
modify,  or  repeal  the  income  tax  laws  in  force  in 
Porto  Rico  or  the  Philippine  Islands,  respectively. 
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any  person  to  print  or  publish  in  any  manner 
whatever  not  provided  by  law  any  income  re- 
turn or  any  part  thereof  or  source  of  income, 
profits,  losses,  or  expenditures  appearing  in  any 
income  return;  and  any  offense  against  the 
foregoing  provision  shall  be  a  misdemeanor  and 
be  punished  by  a  fine  not  exceeding  $1,000  or  by 
imprisonment  not  exceeding  one  year,  or  both,  at 
the  discretion  of  the  court;  and  if  the  offender  be 
an  officer  or  employee  of  the  United  States  he  shall 
be  dismissed  from  ofiice  or  discharged  from  employ- 
ment. 

ioue^l^n  "Sec.  3172.  Every  collector  shall,  from  time  to 

districts  time,  cause  his  deputies  to  proceed  through  every 

part  of  his  district  and  inquire  after  and  concerning 
all  persons  therein  who  are  liable  to  pay  any  inter- 
nal-revenue tax,  and  all  persons  owning  or  having 
the  care  and  management  of  any  objects  liable  to 
pay  any  tax,  and  to  make  a  list  of  such  persons  and 
enimierate  said  objects. 

"Sec.  3173.  It  shall  be  the  duty  of  any  per- 
son, partnership,  firm,  association,  or  corporation, 
made  liable  to  any  duty,  special  tax,  or  other  tax 
imposed  by  law,  when  not  otherwise  p^vided  for, 
(1)  in  case  of  a  special  tax,  on  or  before  the  thirty- 
first  day  of  July  in  each  year,  (2)  in  case  of  income 
tax  on  or  before  the  first  day  of  March  in  each  year, 
or  on  or  before  the  last  day  of  the  sixty-day  period 
next  following  the  closing  date  of  the  fiscal  year  for 
which  it  makes  a  return  of  its  income,  and  (3)  in 
other  cases  before  the  day  on  which  the  taxes  accrue, 
to  make  a  list  or  return,  verified  by  oath,  to  the 
collector  or  a  deputy  collector  of  the  district  where 
located,  of  the  articles  or  objects,  including  the 
amount  of  annual  income  charged  with  a  duty  or 
tax,  the  quantity  of  goods,  wares,  and  merchandise, 
made  or  sold  and  charged  with  a  tax,  the  several 
rates  and  aggregate  amount,  according  to  the  forms 
and  regulations  to  be  prescribed  by  the  Commis- 
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sioner  of  Internal  Revenue,  with  the  approval  of 
the  Secretary  of  the  Treasury,  for  which  such  per- 
son, partnership,  firm,  association,  or  corporation  is 
liable:  Provided,  That  if  any  person  liable  to  pay  b^^SSSIcSS^for 
any  duty  or  tax,  or  owning,  possessing,  or  having  ^a^*'*!®  person, 
the  care  or  management  of  property,  goods,  wares, 
and  merchandise,  articles  or  objects  liable  to  pay 
any  duty,  tax,  or  Hcense,  shall  fail  to  make  and  ex- 
hibit a  list  or  return  required  by  law,  but  shall  con- 
sent to  disclose  the  particulars  of  any  and  all  the 
property,  goods,  wares,  and  merchandise,  articles, 
and  objects  liable  to  pay  any  duty  or  tax,  or  any 
business  or  occupation  liable  to  pay  any  tax  as 
aforesaid,  then,  and  in  that  case,  it  shall  be  the  duty 
of  the  collector  or  deputy  collector  to  make  such 
list  or  return,  which,  being  distinctly  read,  consent- 
ed to,  and  signed  and  verified  by  oath  by  the  person 
so  owning,  possessing,  or  having  the  care  and  man- 
agement §s  aforesaid,  may  be  received  as  the  list 
of  such  person:  Provided  further.  That  in  case  no 
annual  list  or  return  has  been  rendered  by  such  per- 
son to  the  collector  or  deputy  collector  as  required 
by  law,  and  the  person  shall  be  absent  from  his  or 
her  residence  or  place  of  business  at  the  time  the 
collector  or  a  deputy  collector  shall  call  for  the  an- 
nual list  or  return,  it  shall  be  the  duty  of  such  col- 
lector or  deputy  collector  to  leave  at  such  place  of 
residence  or  business,  with  some  one  of  suitable  age 
and  discretion,  if  such  be  present,  otherwise  to  de- 
posit in  the  nearest  post  office,  a  note  or  memoran- 
dum addressed  to  such  person,  requiring  him  or  her 
to  render  to  such  collector  or  deputy  collector  the  list 
or  return  required  by  law  within  ten  days  from  the 
date  of  such  note  or  memorandum,  verified  by  oath. 
And  if  any  person,  on  being  notified  or  required  as 
aforesaid,  shall  refuse  or  neglect  to  render  such  list 
or  return  within  the  time  required  as  aforesaid,  or 
whenever  any  person  who  is  required  to  deliver  a 
monthly  or  other  return  of  objects  subject  to  tax 
fails  to  do  so  at  the  time  required,  or  delivers  any 
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return  which,  in  the  opinion  of  the  collector,  is 
erroneous,  false,  or  fraudulent,  or  contains  any  un- 
dervaluation or  understatement,  or  refuses  to  allow 
any  regularly  authorized  Government  officer  to  ex- 
amine the  books  of  such  person,  firm,  or  corporation, 
it  shall  be  lawful  for  the  collector  to  summon  such 
person,  or  any  other  person  having  possession,  cus- 
tody, or  care  of  books  of  accoimt  containing  entries 
collectors  in  relating  to  the  business  of  such  person,  or  any  other 
bookT**''*^  person  he  may  deem  proper,  to  appear  before  him 
and  produce  such  books  at  a  time  and  place  named 
in  the  summons,  and  to  give  testimony  or  answer 
interrogatories,  under  oath,  respecting  any  objects 
or  income  liable  to  tax  or  the  returns  thereof.  The 
collector  may  summon  any  person  residing  or  found 
within  the  State  or  Territory  in  which  his  district 
lies ;  and  when  the  person  intended  to  be  summoned 
does  not  reside  and  can  not  be  found  within  such 
State  or  Territory,  he  may  enter  any  col^ction  dis- 
trict where  such  person  may  be  found  and  there 
make  the  examination  herein  authorized.  And  to 
this  end  he  may  there  exercise  all  the  authority 
which  he  might  lawfully  exercise  in  the  district  for 
which  he  was  commissioned:  Provided,  That  'per- 
son,' as  used  in  this  section,  shall  be  construed  to  in- 
clude any  corporation,  joint-stock  compatiy  or  asso- 
ciation, or  insurance  company  when  such  construc- 
tion is  necessary  to  carry  out  its  provisions. 


Antliopity  of 
collector  to 
make  or  revise 
returns 


Authority  of 
collector  to 
extend  time  in 
case  of  sickness 
or  absence 


Tax  assessed  by 
Commissioner 


"Sec.  3176.  If  any  person,  corporation,  com- 
pany, or  association  fails  to  make  and  file  a  return 
or  list  at  the  time  prescribed  by  law,  or  makes,  will- 
fully or  otherwise,  a  false  or  fraudulent  return  or 
list,  the  collector  or  deputy  collector  shall  make  the 
return  or  list  from  his  own  knowledge  and  from 
such  information  as  he  can  obtain  through  testimony 
or  otherwise.  Any  return  or  list  so  made  and  sub- 
scribed by  a  collector  or  deputy  collector  shall  be 
prima  facie  good  and  sufficient  for  all  legal  pur- 
poses. 
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"If  the  failure  to  file  a  return  or  list  is  due  to 
sickness  or  absence  the  collector  may  allow  such  fur- 
ther time,  not  exceeding  thirty  days,  for  making  and 
filing  the  return  or  list  as  he  deems  proper. 

"The  Commissioner  of  Internal  Revenue  shall 
assess  all  taxes,  other  than  stamp  taxes,  as  to  which 
returns  or  lists  are  so  made  by  a  collector  or  deputy 
collector.  In  case  of  any  failure  to  make  and  file  a 
return  or  list  within  the  time  prescribed  by  law  or 
by  the  collector,  the  Commissioner  of  Internal  Rev- 
enue shall  add  to  the  tax  fifty  per  centum  of  its 
amount  except  that,  when  a  return  is  volimtarily 
and  without  notice  from  the  collector  filed  after  such 
time  and  it  is  shown  that  the  failure  to  file  it  was 
due  to  a  reasonable  cause  and  not  to  willful  neglect, 
no  such  addition  shall  be  made  to  the  tax.  In  case 
a  false  or  fraudulent  return  or  list  is  willfully  made, 
the  Commissioner  of  Internal  Revenue  shall  add  to 
the  tax  one  hundred  per  centum  of  its  amount. 

"The  amount  so  added  to  any  tax  shall  be  col- 
lected at  the  same  time  and  in  the  same  manner  and 
as  part  of  the  tax  unless  the  tax  has  been  paid  be- 
fore the  discovery  of  the  neglect,  falsity,  or  fraud, 
in  which  case  the  amount  so  added  shall  be  collected 
in  the  same  manner  as  the  tax." 

Sec.  17.  That  it  shall  be  the  duty  of  every  Receipts 
collector  of  internal  revenue,  to  whom  any  pay- 
ment of  any  taxes  is  made  under  the  provisions 
of  this  title,  to  give  to  the  person  making  such 
payment  a  full  written  or  printed  receipt,  express- 
ing the  amount  paid  and  the  particular  account 
for  which  such  payment  was  made;  and  whenever 
such  payment  is  made  such  collector  shall,  if  re- 
quired, give  a  separate  receipt  for  each  tax  paid  by 
any  debtor,  on  account  of  payments  made  to  or  to  be 
made  by  him  to  separate  creditors  in  such  form 
that  such  debtor  can  conveniently  produce  the 
same  separately  to  his  several  creditors  in  satisf ac- 
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tion  of  their  respective  demands  to  the  amounts 
specified  in  such  receipts;  and  such  receipts  shall 
be  sufficient  evidence  in  favor  of  such  debtor  to 
justify  him  in  withholding  the  amount  therein  ex- 
pressed from  his  next  payment  to  his  creditor ;  but 
such  creditor  may,  upon  giving  to  his  debtor  a 
full  written  receipt,  acknowledging  the  payment 
to  him  of  whatever  sum  may  be  actually  paid,  and 
accepting  the  amount  of  tax  paid  as  aforesaid 
(specifying  the  same)  as  a  further  satisfaction  of 
the  debt  to  that  amount,  require  the  surrender  to 
him  of  such  collector's  receipt. 

Failure  to  make         ''Scc,  18.^    That  anil  versou,  corporation, 

return  or  supply  ,  i  »  •    f  •  *^  . 

information,  partnership,  association,  or  insurance  company, 
penalty  for  Uable  to  pay  the  tax,  to  make  a  return  or  to  sup- 
ply information  required  under  this  title,  who  re- 
fuses or  neglects  to  pay  such  tax,  to  make  such 
return  or  to  supply  such  information  at  the  time 
or  times  herein  specified  in  each  year,  shall  he  lia- 
ble, except  as  otherwise  specially  provided  in  this 
title,  to  a  penalty  of  not  less  than  $20  nor  more 
than  $1,000,  Any  individual  or  any  officer  of  any 
corporation,  partnership,  association,  or  insurance 
company,  required  by  law  to  make,  render,  sign, 
or  verify  any  return  or  to  supply  amy  informa- 
tion, who  makes  any  false  or  fraudulent  return  or 
statement  with  intent  to  defeat  or  evade  the  as- 
sessment required  by  this  title  to  be  made,  shall  be 
guilty  of  a  misdemeanor,  and  shall  be  fined  not 
exceeding  $2,000  or  be  imprisoned  not  exceeding 
one  year,  or  both,  in  the  discretion  of  the  court, 
with  the  costs  of  prosecution:  Provided,  That 
where  any  tax  heretofore  due  and  payable  has 
been  duly  paid  by  the  taxpayer,  it  shall  not  be  re- 
collected from  any  withholding  agent  required  to 
retain  it  at  its  source,  nor  shall  any  penalty  be 
imposed  or  collected  in  such  cases  from  the  tax- 
payer, or  such  withholding  agent  whose  duty  it 

*As  amended  October  3,  1917. 
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was  to  retain  it,  for  failure  to  return  or  pay  the 
same,  unless  such  failure  was  fraudulent  and  for 
the  purpose  of  evading  payment/^ 

Sec.  19.  That  the  coUector  or  deputy  coUector  ?o*r*VerV^S5rn 
shall  require  every  return  to  be  verified  by  the 
oath  of  the  party  rendering  it.  If  the  collector  or 
deputy  collector  have  reason  to  believe  that  the 
amount  of  any  income  returned  is  understated,  he 
shall  give  due  notice  to  the  person  making  the  re- 
turn to  show  cause  why  the  amount  of  the  return 
should  not  be  increased,  and  upon  proof  of  the 
amoimt  understated  may  increase  the  same  accord- 
ingly. Such  person  may  furnish  sworn  testimony 
to  prove  any  relevant  facts,  and,  if  dissatisfied 
with  the  decision  of  the  collector,  may  appeal  to 
the  Commissioner  of  Internal  Revenue  for  his  de- 
cision under  such  rules  of  procedure  as  may  be 
prescribed  by  regulation. 

Sec.  20.  That  jurisdiction  is  hereby  conferred  u.  s.  district 
upon  the  district  courts  of  the  United  States  for  jurisdiction 
the  district  within  which  any  person  summoned 
under  this  title  to  appear  to  testify  or  to  produce 
books  shall  reside,  to  compel  such  attendance,  pro- 
duction of  books,  and  testimony  by  appropriate 
process. 

Sec.  21.  That  the  preparation  and  publica-  |^^ViVied 
tion  of  statistics  reasonably  available  with  respect  annuaiiy 
to  the  operation  of  the  income  tax  law  and  con- 
taining classifications  of  taxpayers  and  of  income, 
the  amounts  allowed  as  deductions  and  exemp- 
tions, and  any  other  facts  deemed  pertinent  and 
valuable,  shall  be  made  annually  by  the  Commis- 
sioner of  Internal  Revenue  with  the  approval  of 
the  Secretary  of  the  Treasury. 

Sec.  22.  That  all  administrative,  special,  and  ^^o^lsioisf**""* 
general  provisions  of  law,  including  the  laws  in  ^g'^JS'iaw 
relation  to  the  assessment,  remission,  collection, 
and  refund  of  internal-revenue  taxes  not  heretofore 
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specifically  repealed  and  not  inconsistent  with  the 
provisions  of  this  title,  are  hereby  extended  and 
made  applicable  to  all  the  provisions  of  this  title 
and  to  the  tax  herein  imposed. 

Sec.  23.*  That  the  provisions  of  this  title 
shall  extend  to  Porto  Rico  and  the  Philippine 
Islands:  Provided,  That  the  administration  of  the 
law  and  the  collection  of  the  taxes  imposed  in 
Porto  Rico  and  the  Philippine  Islands  shall  be  by 
the  appropriate  internal-revenue  officers  of  those 
governments,  and  all  revenues  collected  in  Porto 
Rico  and  the  Philippine  Islands  thereunder  shall 
accrue  intact  to  the  general  governments  thereof, 
respectively:  Provided  further.  That  the  jurisdic- 
tion in  this  title  conferred  upon  the  district  courts 
of  the  United  States  shall,  so  far  as  the  Philip- 
pine Islands  are  coijcerned,  be  vested  in  the  courts 
of  the  first  instance  of  said  islands:  and  provided 
further.  That  nothing  in  this  title  shall  be  held  to 
exclude  from  the  computation  of  the  net  income 
the  compensation  paid  any  official  by  the  govern- 
ments of  the  District  of  Columbia,  Porto  Rico, 
and  the  Philippine  Islands,  or  the  political  subdi- 
visions thereof. 

T^S^'SLw  Jf  That  Section  II  of  tlie  Act  ap- 

proved  October  third,  nineteen  hundred  and  thir- 
teen, entitled  "An  Act  to  reduce  tariff  duties  and 
to  provide  revenue  for  the  Government,  and  for 
other  purposes,"  is  hereby  repealed,  except  as 


War  Income  Tax. 

S^"ior^te*nd  *Sec.  5.    That  the  provisions  of  this  title 

In/poit^  Rfco  shall  not  extend  to  Porto  Rico  or  the  Philippine 
Islands,  and  Porto  Rican  or  Philippine  Legis- 
lature shall  have  power  by  due  enactment  to 
amend,  alter,  modify,  or  repeal  the  income  tax 
laws  in  force  in  Porto  Rico  or  the  Philippine 
Islands,  respectively. 
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herein  otherwise  provided,  and  except  that  it  shall 
remain  in  force  for  the  assessment  and  collection 
of  all  taxes  which  have  accrued  thereunder,  and 
for  the  imposition  and  collection  of  all  penalties 
or  forfeitures  which  have  accrued  or  may  accrue 
in  relation  to  any  of  such  taxes,  and  except  that 
the  unexpended  balance  of  any  appropriation 
heretofore  made  and  now  available  for  the  admin- 
istration of  such  section  or  any  provision  thereof 
shall  be  available  for  the  administration  of  this 
title  or  the  corresponding  provision  thereof. 

Sec.  25.  That  income  on  which  has  been  as- 
sessed the  tax  imposed  by  Section  II  of  the  Act 
entitled  "An  Act  to  reduce  tariff  duties  and  to 
provide  revenue  for  the  Government,  and  for 
other  purposes,"  approved  October  third,  nineteen 
hundred  and  thirteen,  shall  not  be  considered  as 
income  within  the  meaning  of  this  title:  Provided, 
That  this  section  shall  not  conflict  with  that  por- 
tion of  section  ten,  of  this  title,  under  which  a 
taxpayer  has  fixed  its  own  fiscal  year. 

''Sec,  26,^   Every   corporation,  joint-stock 
company  or  association,  or  insurance  company  dividend 

1  •      .    .      .1       .         7  7        7  '7  payments  and 

subject  to  the  taoo  herein  imposed,  when  required  recipients 
by  the  Commissioner  of  Internal  Revenue,  shall 
render  a  correct  return,  duly  verified  under  oath, 
of  its  payments  of  dividends,  whether  made  in 
cash  or  its  equivalent  or  in  stock,  including  the 
names  and  addresses  of  stockholders  and  the  num- 
ber of  shares  owned  by  each,  and  the  taoo  years 
and  the  applicable  amounts  in  which  such  divi- 
dends were  earned,  in  such  form  and  manner  as 
may  be  prescribed  by  the  Commissioner  of  In- 
ternal Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury," 

''Sec,  27,^  That  every  person,  corporation,  fnfopmation  by, 
partnership,  or  association,  doing  business  as  a  ^i^Tll  losses 

■  —  .  of  customers 

*As  amended  October  3,  1917. 
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broker  on  any  exchange  or  hoard  of  trade  or  other 
similar  place  of  business  shall,  when  required  by 
the  Commissioner  of  Internal  Revenue j  render  a 
correct  return  duly  verified  under  oath,  under  such 
rules  and  regulations  as  the  Commissioner  of  In- 
ternal Revenue,  with  the  approval  of  the  Secre- 
tary of  the  Treasury,  may  prescribe,  showing  the 
names  of  customers  for  whom  such  person,  cor- 
poration, partnership,  or  association  has  transacted 
any  business,  with  such  details  as  to  the  profits, 
losses,  or  other  information  which  the  commis- 
sioner may  require,  as  to  each  of  such  customers, 
as  will  enable  the  Commissioner  of  Internal  Rev- 
enue to  determine  whether  all  income  tax  due  on 
profits  or  gains  of  such  customers  has  been  paid. 

"Sec,  28*  That  all  persons,  corporations, 
partnerships,  associations,  and  insurance  compan- 
ies, in  whatever  capacity  acting,  including  lessees 
or  mortgagors  of  real  or  personal  property,  trus- 
tees acting  in  any  trust  capacity,  executors,  ad- 
ministrators, receivers,  conservators,  and  employ- 
ers, making  payment  to  another  person,  corpora- 
tion, partnership,  association,  or  insurance  com- 
pany, of  interest,  rent,  salaries,  wages,  premiums, 
annuities,  compensation,  remuneratimi,  emolu- 
ments, or  other  fixed  or  determinable  gains, 
profits,  and  income  {other  than  payments  de- 
scribed in  sections  twenty-six  and  twenty-seven), 
of  $800  or  more  in  any  taxable  year,  or,  in  the 
case  of  such  payments  made  by  the  United  States, 
the  officers  or  employees  of  the  United  States 
having  information  as  to  such  payments  and  re- 
quired to  make  returns  in  regard  thereto  by  the 
regulations  hereinafter  provided  for,  are  hereby 
authorized  and  required  to  render  a  true  and  ac- 
curate return  to  the  Commissioner  of  Internal 
Revenue,  under  such  rules  and  regulations  and  in 
such  form  and  manner  as  may  be  prescribed  by 

*As  amended  October  3,  1917. 
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him,  with  the  approval  of  the  Secretary  of  the 
Treasury,  setting  forth  the  amount  of  such  gains, 
profits,  and  income,  and  the  name  and  address  of 
the  recipient  of  such  payment:  Provided,  That  interest  on  bonds 
such  returns  shall  he  required,  regardless  of 
amounts,  in  the  case  of  payments  of  interest  upon 
bonds  and  mortgages  or  deeds  of  trust  or  other 
similar  obligations  of  corporations,  joint-stock 
companies,  associations,  and  insurance  companies, 
and  in  the  case  of  collections  of  items  {not  pay-  int^Sist  or** 
able  in  the  United  States)  of  interest  upon  the  foreign  bonds 
bonds  of  foreign  countries  and  interest  from  the  Zl  *di*ic^Ssed^" 
bonds  and  dividends  from  the  stock  of  foreign 
corporations  by  persons,  corporations,  partner- 
ships, or  associations,  undertaking  as  a  matter  of 
business  or  for  profit  the  collection  of  foreign  pay- 
ments of  such  interest  or  dividends  by  means  of 
coupons,  checks,  or  bills  of  exchange. 

"When  necessary  to  make  effective  the  pro-  ad^L?"  1 
visions  of  this  section  the  name  and  address  of  the  incoml'^mSy  be 
recipient  of  income  shall  be  furnished  upon  de-   ^^^^  ^ 
mand  of  the  person,  corporation,  partnership,  as- 
sociation, or  insurance  company  paying  the  in- 
come. 

"The  provisions  of  this  section  shall  apply  to  a^d^toiio^il^'^ 
the  calendar  year  nineteen  hundred  and  seventeen  ^^*'** 
and  each  calendar  year  thereafter,  but  shall  not 
apply  to  the  payment  of  interest  on  obligations  of 
the  United  States. 

"Sec.  29.^  That  in  assessing  income  tax  the  lifeome^'tS^' 
net  income  embraced  in  the  return  shall  also  be  Se'cre^^ted^tb 
credited  with  the  amount  of  any  excess  profits  ITomTtal 
tax  imposed  by  Act  of  Congress  and  assessed  for  samrtLibV^* 
the  same  calendar  or  fiscal  year  upon  the  taxpayer 
and,  in  the  case  of  a  member  of  a  partnership,  with 
his  proportionate  share  of  such  excess  profits  tax 
imposed  upon  the  partnership. 

*As  amended  October  3,  1917. 
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''Sec,  30,^  That  nothing  in  section  II  of  the 
Act  approved  October  third,  nineteen  hundred 
and  thirteen,  entitled  'An  Act  to  reduce  tariff 
duties  and  to  provide  revenue  for  the  Govern- 
mentj  and  for  other  purposes/  or  in  this  title, 
shall  be  construed  as  taooing  the  income  of  for- 
eign governments  received  from  investments  in  the 
United  States  in  stocks,  bonds,  or  other  domes- 
tic securities,  owned  by  such  foreign  governments, 
or  from  interest  on  deposits  in  banks  in  the  United 
States  of  moneys  belonging  to  foreign  govern- 
ments. 

"Sec,  31,^  (a)  That  the  term  'dividends^  as 
used  in  this  title  shall  be  held  to  mean  any  distri- 
bution made  or  ordered  to  be  made  by  a  corpo- 
ration, joint-stock  company,  association,  or  insur- 
ance company,  out  of  its  earnings  or  profits  ac- 
crued since  March  first,  nineteen  hundred  and 
thirteen,  and  payable  to  its  shareholders,  whether 
in  cash  or  in  stock  of  the  corporation,  joint-stock 
company,  association,  or  insurance  company,  which 
stock  dividend  shall  be  considered  income,  to  the 
amount  of  the  earnings  or  profits  so  distributed, 

"  (&)  Any  distribution  made  to  the  sharehold- 
ers or  members  of  a  corporation,  joint-stock  com- 
pany, or  association,  or  insurance  company,  in  the 
year  nineteen  hundred  and  seventeen,  or  subse- 
quent tax  years,  shall  be  deemed  to  have  been 
made  from  the  most  recently  accumulated  undi- 
vided profits  or  surplus,  and  shall  constitute  a 
part  of  the  annual  income  of  the  distributee  for 
the  year  in  which  received,  and  shall  be  taxed  to 
the  distributee  at  the  rates  prescribed  by  law  for 
the  years  in  which  such  profits  or  surplus  were  ac- 
cumulated by  the  corporation,  joint-stock  com- 
pany, association,  or  insurance  company,  but  noth- 
ing herein  shall  be  construed  as  taooing  any  earn- 

*As  amended  October  3,  191T. 
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ings  or  profits  accrued  prior  to  March  firsts  nine- 
teen hundred  and  thirteen^  but  such  earnings  or 
profits  may  be  distributed  in  stock  dividends  or 
otherwise^  exempt  from  the  taoo,  after  the  distri- 
bution of  earnings  and  profits  accrued  since 
March  firsts  nineteen  hundred  and  thirteen,  has 
been  made.  This  subdivision  shall  not  apply  to 
any  distribution  made  prior  to  August  sixth,  nine- 
teen hundred  and  seventeen,  out  of  earnings  or 
profits  accrued  prior  to  March  first,  nineteen  hun- 
dred and  thirteen. 

''Sec.  32.*  That  premiums  paid  on  life  insur-  ^il^^To^''  ^^'"^ 
ance  policies  covering  the  lives  of  officers,  em- 
ployees, or  those  financially  interested  in  any  trade 
or  business  conducted  by  an  individual,  partner- 
ship, corporation,  joint-stock  company  or  associa-  fuTi^^ra^ce 
tion,  or  insurance  company,  shall  not  be  deducted  omifT^tl.^'iji 
in  computing  the  net  income  of  such  individual,  Corporation,  not 
corporation,  joint-stock  company  or  association,  ^^t'lniSme'''**"^ 
or  insurance  company,  or  in  computing  the  profits 
of  such  partnership  for  the  purpose  of  subdivision 
(e)  of  section  nine/' 

Sec.  1212  *  That  any  amount  heretofore  wuhSSd'^'u^^er" 
withheld  by  any  withholding  agent  as  required  by  tJpteiber  s, 
Title  I  of  such  Act  of  September  eighth,  nine- 
teen  hundred  and  sixteen,  on  account  of  the  tax 
imposed  upon  the  income  of  any  individual,  a  citi- 
zen or  resident  of  the  United  States,  for  the  cal- 
endar year  nineteen  hundred  and  seventeen,  ex- 
cept in  the  case  covered  by  subdivision  (c)  of  sec- 
tion nine  of  such  Act,  as  amended  by  this  Act,  shall 
be  released  and  paid  over  to  such  individual,  and 
the  entire  tax  upon  the  income  of  such  individ- 
ual for  such  year  shall  be  assessed  and  collected, 
in  the  manner  prescribed  by  such  Act  as  amended 
by  this  Act. 


*As  amended  October  3,  1917. 
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Sec.  902.  That  unless  otherwise  herein  spe- 
cially provided,  this  Act  shall  take  effect  on  the 
day  following  its  passage,  and  all  provisions  of  any 
Act  or  Acts  inconsistent  with  the  provisions  of  this 
Act  are  hereby  repealed. 

Approved,  September  8,  1916. 
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Motion  picture  films   43 

Negatives    43 

Positives    44 

Musical  instruments    43 

Patent  medicines  and  remedies    44 

Sporting  goods   44 

Express  transportation   38 

Extension  of  present  administrative  provisions  of  new  taxes   52 

Extracts,  tax  on    34 

Facilities  furnished  by  public  utilities  and  insurance,  war  tax  on   38 

Facilities  of  public  utilities,  tax  on   38 

Express  transportation   38 

Freight  transportation    38 

Messages  by  telephone,  telegraph  or  radio    40 

Passenger  transportation    39 

Pipe  line  transmission  of  oil   40 
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Insurance,  tax  on   41 

Casualty  insurance    42 

Exemption  from  tax    42 

Life  insurance   41 

Marine,  inland  and  fire  insurance    42 

Returns  and  payments  of  tax   43 

Fermented  liquor,  tax  on    32 

Fire  insurance,  tax  on   42 

Form  in  which  taxes  may  be  paid   65 

General  provisions  of  War  Revenue  Act   90 

Date  Act  is  effective    91 

Invalidity  of  any  section    90 

Repeal  of  special  preparedness  fund  of  Act  of  March  3,  1917   91 

Importation  of  distilled  spirits  prohibited   26 

Income  tax  amendments   70 

Dividends  are  deemed  to  be  paid  out  of  net  income  of  taxable  year. . . .  89 
Excess  profits  taxes  assessed  may  be  deducted  from  net  income  of 

taxable  year  for  income  tax  purposes   88 

Exemption,  specific  personal,  allowed  only  to  citizens  or  residents  of 

the  United  States   74 

Foreign  interest  and  dividend  payments;  collectors  of,  must  furnish 

information  as  to  recipients   79 

Funds  withheld  under  Act  of  1916,  release  of   90 

Income  and  excess  profits  taxes  paid  during  taxable  year  not  deductible 

from  net  income: 

Corporations   83 

Domestic   83 

Foreign    84 

Individuals    72 

Citizens  or  residents   72 

Nonresident  aliens    73 

Information: 

By  brokers  of  customers  and  their  profits  and  losses    86 

By  corporations  of  dividends  paid  and  recipients  thereof    86 

Of  fixed  and  determinable  payments  in  excess  of  $800   87 

Of  interest  payments  on  bonds,  mortgages  and  deeds  of  trust, 

regardless  of  amount    88 

Penalties  for  refusal  to  furnish  or  for  fraudulent   85 

Interest  paid  on  debt  incurred  in  purchase  of  tax-exempt  securities 
is  not  deductible  from  net  income: 

Corporations    82 

Domestic    82 

Foreign    83 

Individuals   ..^   72 

Citizens  or  residents   72 

Nonresident  aliens    73 

Obligations  of  United  States  issued  after  September  1,  1917,  exempt 
from  income  tax  only  to  extent  provided  for  in  act  authorizing 

issue    71 

Partnerships  may  fix  their  own  fiscal  year   77 

Returns : 

Fiduciaries  need  make  none  for  income  not  in  excess  of  $3,000    75 

Nonresident  aliens  must  file,  to  obtain  credits  and  deductions   74 

Requirement  that  nonresident  aliens  file,  to  obtain  benefit  of  specific 

personal  exemption  (no  longer  allowed  them)  repealed   75 

Specific  personal  exemption: 

Allowed  only  to  citizens  and  residents  of  the  United  States   74 
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Of  $200  for  each  dependent  child   74 

Stock  dividends,  definition  of  value  of    89 

Undistributed  profits  tax  on  corporations   81 

War  excess  profits  tax  assessed  for  taxable  year  may  be  deducted 

from  net  income  for  income  tax  purposes   88 

Withholding  tax  at  source: 

Corporations,  foreign    84 

Tax  withheld  on  income  from  bonds   84 

Individuals : 

Nonresident  aliens,  tax  to  be  withheld  on  income   77 

Applies  only  to  normal  tax   78 

On  interest  from  securities  containing  "tax-free"  clause,  tax  to  be 
withheld,  whether  income  accrues  to  citizens,  residents,  or  non- 
resident aliens   78 

Residents  or  citizens,  repeal  of  provisions  requiring  77,  80 

Income  of  corporations,  how  to  determine,  for  excess  profits  tax   19 

For  1911—1912    19 

For  1913    19 

For  taxable  year   20 

Income  of  partnerships  and  individuals,  how  to  determine,  for  excess 

profits  tax    20 

Income  tax,  supplementary  war   9 

Corporations    12 

Basis  same  as  under  Act  of  September  8,  1916   12 

Exception,  dividends  received  may  be  credited  to  income   13 

Rate  4%    12 

Individuals    9 

Basis  same  as  under  Act  of  September  8,  1916   11 

Computation  of  supplementary  war  income  taxes  on   11 

Personal  exemptions    11 

Returns    12 

Withholding  on  obligations  containing  "tax-free"  clause,  provision 

regarding    12 

Philippines  and  Porto  Rico,  war  income  tax  does  not  apply  to   13 

Installment  payments  of  income  and  excess  profits  taxes   65 

Insurance,  war  tax  on  ^   41 

Casualty  insurance   rr.   42 

Insurance  exempted  from  tax   42 

Life  insurance    42 

Marine,  inland  and  fire  insurance   42 

Returns  and  payments  of  tax   43 

Invalidity  of  any  section  not  to  affect  remainder  of  Act   90 

Issue  of: 

Bonds,  stamp  tax  on   54 

Stock,  stamp  tax  on   55 

Jewelry,  excise  tax  on  ,   44 

Law,  date  effective   91 

Mail,  postal  rates  on   66 

First  class    66 

Letters  of  soldiers  and  sailors  exempt   66 

Second  class    66 

Medicines,  patent  or  proprietary,  excise  tax  on   44 

Motion  picture  films,  excise  tax  on   43 

Negatives    43 

Positives    44 

Motorcycles,  excise  tax  on   43 
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Munitions  manufactures,  tax  of  September  8,  1916,  on   25 

Not  effective  after  January  1,  1918   25 

Rate  lowered  to  10%   25 

Musical  instruments,  excise  tax  on   43 

Oil,  transmission  of  by  pipe  line   40 

Packing  regulations  for  tobacco  36,  37 

Parcel  post,  stamp  tax  on    59 

Passage  tickets  to  points  outside  of  Canada,  Mexico,  or  United  States, 

tax  on   59 

Passenger  transportation,  tax  on   39 

Patent  medicines  and  remedies,  excise  tax  on....:   44 

Payments : 

Forms  in  which  may  be  made   65 

Installment  of  income  and  war  profits  taxes   65 

Penal  provisions,  general   63 

Perfumes  containing  distilled  spirits,  tax  on   26 

Permanent  boxes  or  seats  at  theatre,  etc.,  tax  on   48 

Philippines,  Porto  Rico,  war  income  tax  does  not  extend  to   13 

Pipe  line  transmission  of  oil,  tax  on   40 

Playing  cards,  stamp  tax  on   59 

Postal  rates: 

Alcohol,  regulation  as  to  shipment  through  mails   70 

Mail,  first  class    66 

Letters  of  soldiers  and  sailors  in  foreign  service  exempt   66 

Rate  and  date  effective   66 

Mail,  second  class   66 

Newspapers    68 

Portion  not  used  for  advertising,  rates   67 

Portion  used  for  advertising,  rates   67 

Regulations  for  mailing    68 

Religious,  scientific,  fraternal  or  social  publications  not  issued  for 

profit    68 

Weight  of  issue    69 

Zone  rates  apply  to  entire  bulk  mailed  to  given  zone   69 

Postmasters,  salaries  of    70 

Postmasters,  third  class,  on  military  leave,  compensation  of   70 

Powers  of  attorney,  stamp  tax  on    59 

Produce,  sales  of  on  exchange,  stamp  tax  on   56 

Prohibition  of  imports  of  distilled  liquor   26 

Proprietary  medicines  and  remedies,  excise  tax  on   44 

Proxies,  stamp  tax  on   59 

Public  utilities,  tax  on  facilities  furnished  by   38 

Express  transportation    38 

Freight  transportation    38 

Messages,  by  telephone,  telegraph,  or  radio   40 

Passenger  transportation    39 

Pipe  line  transmission  of  oil   40 

Radio  messages,  tax  on   40 

Rectified  spirits,  tax  on   29 

Repeal  of : 

Excess  profits  tax  of  Act  of  March  3,  1917   25 

Special  preparedness  fund  of  Act  of  March  3,  1917   91 

Returns,  general  administrative  provisions  for    62 

Salaries  of  postmasters    70 

Salaries  of  third-class  postmasters  on  leave  for  military  reasons     70 

Seats  or  boxes  at  theatre,  etc.,  tax  on   48 
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•diiuff  and  tobacco,  tax  on   37 

Soft  drinks,  tax  on    34 

Soldiers  and  sailors,  mail  of,  is  postage  free   66 

Stamp  taxes,  war : 
Administration : 

Extension  of  existing  administrative  provisions   53 

Penalties    50 

Stamps : 

Cancellation  of    52 

Distribution  of    52 

Printing  of    52 

Sale  of  by  post  offices    53 

Basis  of  stamp  tax    49 

Exemptions : 

Obligations  issued  by  U.  S.  or  its  political  subdivisions,  or  foreign 

governments,  or  certain  mutual  or  cooperative  associations   50 

Date  effective    49 

Stamp  taxes.  Schedule  A   54 

Bonds,  indemnity  and  surety   54 

Bonds,  issue  of    54 

Capital  stock,  issue  of    55 

Capital  stock,  sale  of   55 

Checks  and  drafts  not  payable  at  sight  or  on  demand   58 

Conveyances   58 

Customs  house  entries    58 

Customs  house  entries  for  withdrawals    58 

Parcel  post    59 

Passage  tickets  to  point  outside  of  the  U.  S.,  Mexico,  or  Canada   59 

Playing  cards    59 

Powers  of  attorney    59 

Produce  on  exchange,  sale  of   56 

Promissory  notes  and  time  drafts   58 

Proxies    59 

Taxes  on: 

Admissions   47 

Automobiles    43 

Beer  and  fermented  liquor    32 

Boats  and  yachts    46 

Bonds,  indemnity  and  surety    54 

Bonds,  issue  of    54 

Brandy    33 

Cameras    45 

Capital  stock,  issue  of   55 

Capital  stock,  sale  of   55 

Carbonic  acid  gas    35 

Champagnes    33 

Checks  and  drafts  payable  otherwise  than  at  sight  or  on  demand   58 

Chewing  gum   45 

Cigarettes    36 

Cigars    35 

Conveyances    58 

Cosmetics    44 

Customs  house  entries    58 

Customs  house  entries  for  withdrawal    58 

Distilled  spirits   26 

Drafts  and  checks  payable  otherwise  than  on  demand  or  at  sight   58 

Estates    60 
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Express  transportation    38 

Extracts    34 

Fermented  liquor    32 

Freight  transportation    38 

Games  and  sporting  goods   44 

Income  of  corporations    12 

Supplementary  war  tax  of  4  per  cent   12 

Income  of  individuals   9 

Supplementary  war  tax  of  2  per  cent   9 

Supplementary  surtax  rates    10 

Jewelry   44 

Medicines   . ,   43 

Motion  pictures,  positive  films,  negative  films   44 

Motorcycles    43 

Musical  instruments    43 

Parcels  post   59 

Passage  tickets  to  points  outside  United  States,  Canada  and  Mexico..  59 

Passenger  transportation    39 

Patent  medicines  and  remedies   44 

Perfumes  containing  distilled  spirits   26 

Pipe  line  transmission  of  oil   40 

Playing  cards    59 

Powers  of  attorney   59 

Produce  on  exchange,  sale  of   56 

Promissory  notes    58 

Proprietary  medicines  and  remedies   44 

Radio  messages   40 

Rectified  spirits    29 

Snuff   37 

Soft  drinks    34 

Sporting  goods    44 

Telegraph  messages    40 

Telephone  messages   40 

Tobacco   37 

Toilet  articles    44 

War  profits    13 

Wines,  still   33 

Wines,  sweet   33 

Yachts  and  boats   46 

Use  of  stamps  already  on  hand   63 

Virgin  Islands,  regulation  as  to  application  of  the  War  Revenue  Act  to.  61 

War  Excess  Profits  Tax  (see  Excess  Profits  Tax)   13 

War  Income  Tax: 

Corporations,  supplementary  war  income  tax  on    12 

Basis  same  as  under  Act  of  Sept.  8,  1916   12 

Exception,  dividends  received  may  be  credited  to  income   13 

Rate  4%   12 

Individuals   9 

.  Basis  same  as  under  Act  of  Sept.  8,  1916   11 

Computation  of  supplementary  war  income  tax   11 

Personal  exemptions    11 

Returns   12 

Withholding  on  interest  from  securities  containing  tax  free  covenant. .  12 

Philippines  and  Porto  Rico ;  war  income  tax  does  not  apply  to    13 

Waters,  bottled,  tax  on   34 

Wines,  tax  on    33 
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Absence,  a  reason  for  extension  of  time  in  filing  returns   143 

Accounts,  no  prescribed  method  of  keeping: 

Corporations    133 

Individuals    113 

Additional  or  surtax  rates  on  individuals,  supplementary  rates  of  War 

Income  Tax  Law    95 

Additional  tax  on  individuals  includes  profits  not  distributed  for  purpose 

of  tax  evasion    101 

Aliens,  nonresident  individuals   105 

Credits  allowed  to  income  of    107 

Deductions  allowed  to  income  of,  by  section  6   105 

Exhaustion  and  depreciation   107 

Expenses    105 

Interest   106 

Losses  in  trade    106 

Other  losses    107 

Taxes    106 

Worthless  debts   107 

Deductions  and  credits  of  section  6  allowed  only  in  case  a  complete  re- 
turn of  income  from  U.  S.  is  filed   108 

Withholding  of  tax  at  source  applies  to  normal  tax  only   115 

Withholding  tax  at  source  does  not  apply  to  income  from  dividends. ...  115 

Allowance  to  head  of  family  for  dependent  child,  $200    109 

Assessment  and  administration  of  income  tax : 
Corporations : 

Assessment  made  on  or  before  June  1,  where  corporation  has  own 

fiscal  year    134 

Payments,  form  in  which  may  be  made    138 

Payments,  installment,  provisions  for    136 

Payment,  made  on  or  before  June  15,  where  corporation  has  own 

fiscal  year   ^   134 

Penalty  for  fraudulent  returns   136 

Returns,  to  be  available  to  state  officials  for  income  tax  purposes..  136 

Returns,  to  constitute  public  records   136 

Withholding  applies  to  dividends  accruing  to  foreign  corporations   134 

Withholding  at  source  applies  to  interest  on  bonds  accruing  to  for- 
eign corporations    133 

Individuals : 

Assessment  of  tax  made  on  or  before  June  1   113 

Licenses  required  of  collectors  of  foreign  interest  and  dividend  pay- 
ments  117 

Payments,  form  in  which  may  be  made    115 

Payments,  installment,  provisions  for   113 

Payment  of  tax,  on  or  before  June  15   113 

Personal  returns    117 

Purpose  of  law    118 

Withholding  at  source  applies  only  to  normal  tax  on  nonresident  alien 
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Withholding  at  source  applies  to  interest  on  bonds  containing  "tax- 
free"  clause   ;•   116 

Withholding  at  source  does  not  apply  to  dividends  accruing  to  non- 
resident alien  individuals    115 
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Assessment  insurance  companies,  provisions  regarding    131 

Authority  of  collector  of  internal  revenue: 

To  grant  extension  of  time  for  making  returns   142 

To  inspect  books    142 

To  make  or  revise  returns   142 


Banks,  interest  paid  by,  on  deposits,  deductible  from  their  net  income : 

Domestic  banks    127 

Foreign  banks    130 

Bequests  to  individuals  exempt  from  tax   102 

Betterments,  no  deduction  for  from  income  allowed : 
Corporations : 

Domestic   125 

Foreign    129 

Individuals : 

Citizens  or  residents    104 

Nonresident  aliens    107 

Bonds  and  stocks,  foreign,  payments  of  interest  or  dividends  to  be  dis- 
closed   149 

Bonds  containing  tax-free  covenant,  withholding  applies  to  interest  ac- 
cruing to  individuals    116 

Bonds  issued  with  guarantee  of  tax-free  interest,  no  deduction  allowed 
for  interest  on : 

Domestic  corporations    127 

Foreign  corporations    130 

Bonds,  mortgages  and  deeds  of  trust,  all  interest  payments  on  must  be 

disclosed    149 

Bookkeeping,  no  prescribed  method  of: 

Corporations    133 

Individuals    113 

Books,  authority  of  collector  to  inspect   142 

Brokers,  information  by,  as  to  customers  and  their  profits  and  losses ....  147 

Business  expenses  deductible  from  net  income : 
Corporations : 

Domestic    125 

Foreign    128 

Individuals : 

Citizens  or  residents    103 

Nonresident  aliens   105 


Charitable  contributions  of  citizens  or  residents  are  deductible  from  net 

income    104 

Child,  dependent,  $200  allowance  for    109 

Collection  districts,  inspection  of    140 

Collection  of  foreign  interest  and  dividend  pa3rments,  license  required  for  117 

Collectors  of  internal  revenue: 
Authority  to  grant  extension  of  time  for  filing  returns,  in  case  of  sick- 
ness or  absence   142 

Authority  to  make  returns    142 

Authority  to  inspect  books   • .  142 

Authority  to  revise  returns    142 

Commissioner  of  Internal  Revenue  assesses  income  taxes   142 

Conditional  and  other  exemptions: 

Income  accruing  to  political  subdivisions  of  the  United  States  exempted 

from  income  tax    124 

Organizations  and  associations  exempted   122 
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Corporations : 
Credits  allowed  to  income : 

Dividends  from  other  corporations,  for  war  income  tax   120 

War  profits  taxes  assessed  for  same  taxable  year   149 

Deductions  allowed  to  income    124 

Expenses                                                                              125,  128 

Interest  paid  on  indebtedness,  a  proportion  of                           126,  130 

Banks  may  deduct  interest  paid  on  deposits                                127,  130 

Bonds  issued  with  guaranty  of  tax-free  interest                         127,  130 

Where  debt  is  secured  by  collateral  subject  to  sale    127 

Losses,  depreciation,  and  exhaustion                                           125,  128 

Taxes                                                                               128,  131 

Exempt  from  income  tax    122 

Fiscal  year,  corporations  may  fix  their  own   131 

Foreign  corporations : 

Deductions  allowed  to  income   128 

Withholding  tax  at  source  on  income    133 

From  dividends   134 

From  interest  on  bonds   133 

Income  defined   119 

Information  as  to  dividends  paid,  and  recipients  thereof   147 

Rate  of  income  tax  on  corporations  2  per  cent   119 

Rate  of  supplementary  war  income  tax  on  corporations  4  per  cent   118 

Undistributed  profits  tax  on  corporations   120 

Basis  on  which  levied    121 

Profits  actually  invested  exempt    121 

Profits  declared  to  be  invested,  but  not  actually,  taxed  15  per  cent..  121 

Profits  invested  in  U.  S.  bonds  issued  after  September  1,  1917,  exempt  121 

Rate   121 

Withholding  at  source  on  foreign  corporations   133 

On  dividends    134 

On  income  from  interest  on  bonds   133 

Courts,  U.  S.  district,  jurisdiction  conferred  on....   145 

Credits  allowed  to  net  income: 
Corporations :  • 
Dividends  received  from  other  corporations,  for  supplementary  war 

income  tax  only   120 

Individuals,  citizens  or  residents : 

Dividends,  for  normal  taxes  only    105 

Income  on  which  tax  has  been  withheld    105 

War  profits  taxes  assessed  for  same  taxable  year   149 

Individuals,  nonresident  alien    107 

Credits  and  deductions  allowed  only  in  case  a  return  of  all  income 

from  United  States  is  filed    108 

War  profits  taxes,  amount  of,  assessed  by  United  States  for  same  tax- 
able year,  credited  to  net  income    149 

Date  Act  is  effective   152 

Debts,  interest  on: 

Corporations,  a  proportion  of  interest  paid  is  deductible  from  in- 
come  126,  130 

Individuals,  deductible  from  income  103,  106 

Debts,  worthless,  are  deductible  from  income  of  individuals  104,  107 

Deductions  from  income  allowed  to: 
Corporations,  domestic: 

Expenses    125 
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Interest  paid  on  indebtedness,  a  proportion  of   126 

Banks  may  deduct  interest  paid  on  deposits   127 

Bonds  issued  with  guaranty  of  tax  free  interest   127 

Where  debt  is  secured  by  collateral  subject  to  sale  in  ordinary 

course  of  business    127 

Losses,  depreciation  and  exhaustion   125 

Taxes    128 

Corporations,  foreign: 

Expenses   •  ,  128 

Interest  paid  on  indebtedness,  a  proportion  of   130 

Banks  may  deduct  interest  paid  on  deposits   130 

Bonds  issued  with  guaranty  of  tax  free  interest   130 

Losses,  depreciation  and  exhaustion   128 

Taxes   131 

Individuals,  citizens  or  residents  of  the  United  States: 

Business  expenses    103 

Charitable  contributions    104 

Depreciation    104 

Exhaustion  of  mines  and  wells   104 

Interest  on  debts   103 

Losses  in  trade   103 

Losses,  other    104 

Taxes    103 

Worthless  debts   104 

Individuals,  nonresident  alien: 

Business  expenses    105 

Depreciation    107 

Exhaustion  of  mines  and  wells   107 

Interest  on  debts   106 

Losses  in  trade   106 

Losses,  other    106 

Taxes    106 

Worthless  debts    107 

Deductions  and  credits  of  section  6  allowed  to  nonresident  aliens  only 

in  case  complete  return  is  filed    108 

Deeds  of  trust,  all  payments  of  interest  on  must  be  disclosed   149 

Definitions : 

"Dividends"   150 

"Income"  of  corporations    119 

"Income"  of  individuals    100 

"State"    139 

"United  States"   139 

Depreciation  deductible  from  net  income: 

Corporations    125,  128 

Individuals    104,  107 

Districts,  collection,  inspection  of    140 

Dividends : 

Deemed  to  be  paid  out  of  income  of  taxable  year    150 

Definition    150 

May  be  credited  to  income  of  corporations  for  supplementary  war  in- 
come tax  only   ^   120 

May  be  credited  to  income  of  individuals  for  normal  tax  only   105 

Must  be  included  in  returns   113 

Payments,  corporations  must  furnish  information  regarding   147 

Pa)rments  on  foreign  stocks  must  be  disclosed    149 

Stock  dividends  are  defined  as  income   150 
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Effective,  date  Act  becomes    152 

Estates  and  trusts,  income  of  is  taxable   100 

Evasion  of  tax,  profits  not  distributed  for  purpose  of,  is  taxable   101 

Exempted  associations  and  corporations    122 

Exempted  income  of  individuals: 

Gifts  and  bequests    102 

Interest  on  government  obligations    102 

Proceeds  of  life  insurance  policies    102 

Salaries  of  certain  public  officers  and  employees    102 

Exemption  granted  to  trustees  and  guardians    109 

Exemption  of  $200  for  each  dependent  child   109 

Exemption,  specific  personal,  of  $1,000  and  $2,000  from  supplementary  war 
income  tax  of  2  per  cent.,  to  unmarried  and  married  persons,  re- 
spectively   109 

Exemption,  specific  personal,  of  $3,000  and  $4,000  from  normal  income  tax 
of  2  per  cent,  to  unmarried  and  married,  respectively,  allowed  only 

to  citizens  or  residents  of  the  United  States    108 

Exhaustion  of  mines  and  wells,  deductible  from  net  income : 

Corporations    125,  128 

Individuals   104,  107 

Expenses  of  business,  deductible  from  net  income: 

Corporations    125,  128 

Individuals    103,  105 

Failure  to  make  returns  or  supply  information,  penalty  for   144 

Fiduciaries,  joint,  returns  by   Ill 

Filing  of  returns: 

For  corporations    132 

By  whom  signed   132 

Extension  of  time  for   143 

Receivers,  returns  by   132 

When    132 

Where    132 

For  individuals    110 

By  whom    110 

Extension  of  time  for   Ill 

When   •   110 

Where    110 

Fiscal  year : 

Corporation  may  fix  its  own   131 

Partnership  may  fix  its  own   112 

Fixed  and  determinable  payments  in  excess  of  $800  must  be  disclosed  by 

paying  person  or  corporation   148 

Foreign  governments,  income  of,  exempted  from  tax   150 

Foreign  interest  and  dividend  payments,  collectors  of  must  have  license..  117 
Forms  in  which  tax  payments  may  be  made  115,  138 

Gifts  and  bequests  exempted  from  tax  on  individuals    102 

Guardians  and  trustees: 

Exemption  granted  to   109 

Returns  by    Ill 

Improvements  and  betterments,  no  deduction  from  income  allowed  for: 

Corporations   125,  129 

Individuals  104,  107 

Income,  credits  to 

For  corporations   120 

Income  shall  be  credited  with  excess  profits  taxes  assessed  for  same 
taxable  year    149 
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Dividends  from  other  corporations,  for  supplementary  war  income 

tax  only    120 

For  individuals    105 

Dividends  for  normal  tax  only   105 

Income  shall  be  credited  with  excess  profits  tax  assessed  for  same 

taxable  year   149 

Income  shall  be  credited  with  amount  on  which  tax  has  been  with- 
held ...105 

Income  and  excess  profits  taxes  paid  during  taxable  year  not  deductible 

from  net  income   103,  128 

Income,  definition  of: 

For  corporations    119 

For  individuals    100 

Income  exempted  from  tax: 

Individuals    102 

Interest  of  obligations  of  political  subdivisions  of  United  States   102 

Proceeds  of  life  insurance  policies,  gifts,  and  bequests   102 

Salaries  of  certain  public  officers  and  employees   102 

Income  of  trusts  and  estates  is  taxable   100 

Income  undistributed  for  purpose  of  tax  evasion  is  taxable   101 

Individuals : 

Credits  allowed  to  income  of   105 

Dividends  for  normal  tax  only   105 

Income  tax  has  been  withheld   105 

War  profits  taxes  assessed  for  same  taxable  year   149 

Deductions  allowed  to  income  of   103 

Business  expenses   103 

Charitable  contributions    104 

Depreciation    104 

Exhaustion  of  mines  and  wells   104 

Interest  on  debts   103 

Losses  in  trade   103 

Losses,  other    104 

Taxes    103 

Worthless  debts   104 

Exemption,  specific  personal,  allowed  to  citizens  or  residents  only   108 

Income  of,  defined   100 

Married  persons: 

Exemption  of  $200  for  each  dependent  child   109 

Personal  exemption  of  $2,000  from  supplementary  war  income  tax 

of  2%    109 

Personal  exemption  of  $4,000  for  normal  tax  of  2%   108 

Tax  rates  on   95 

Normal  tax  of  2  per  cent,  on  income  in  excess  of  $3,000  and  $4,000. .  95 
Supplementary  war  income  tax  of  2  per  cent,  on  income  in  excess  of 

$1,000  and  $2,000   95 

Supplementary  war  surtax  rates  on  income  in  excess  of  $5,000    96 

Surtax  rates  on  income  in  excess  of  $20,000   96 

Unmarried  persons: 

Personal  exemption  of  $1,000  from  supplementary  war  income  tax  of 

2  per  cent   109 

Personal  exemption  of  $3,000  from  normal  tax  of  2  per  cent   108 

Withholding  at  source : 

Applies  only  to  normal  tax  '.   118 

Applies  to  interest  on  securities  containing  "tax-free"  covenant,  ac- 
cruing to  individuals,  whether  citizens,  residents,  or  aliens   116 

Applies  to  nonresident  aliens    118 

Does  not  apply  to  dividends   115 
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Information : 

Brokers  must  fumisli  as  to  customers  and  their  profits  and  losses   147 

Corporations  must  furnish  as  to  dividend  payments  and  recipients 

thereof    W 

Interest  payments  on  bonds,  mortgages  or  deeds  of  trust  in  whatever 

amount  must  be  disclosed    149 

Penalties  for  failure  to  furnish  information    144 

Persons  or  corporations  making  fixed  and  determinable  payments  of 

over  $800  must  disclose  same    \.46 

Inspection  of  collection  districts    140 

Installment  payments  of  income  and  war  profits  taxes,  provisions  for.  .113,  136 
Insurance  companies: 

Assessment    131 

Mutual    126,  129 

Interest  on  bonds,  mortgages  and  deeds  of  trust,  all  payments  of,  must  be 

disclosed    149 

Interest  on  debts : 

Corporations  may  deduct  a  proportion  from  income    126,  130 

Individuals  may  deduct  from  income   103,  106 

Banks  may  deduct  interest  paid  on  deposits    127,  130 

Bonds  issued  with  guaranty  of  tax-free  interest,  no  deduction  of  inter- 
est paid  allowed   127,  130 

Debt  secured  by  collateral  subject  to  sale,  interest  on  may  all  be  de- 
ducted  127 

Interest  on  obligations  of  political  bodies : 
U.  S.  government  bonds  issued  after  September  1,  1917,  exempt  from 

income  tax  only  to  extent  provided  in  Act  of  issue   102 

U.  S.  political  subdivisions,  obligations  of,  exempt  from  income  tax....  102 

Joint  fiduciaries,  returns  by  •   HI 

Jurisdiction  conferred  on  U.  S.  district  courts    145 

Life  insurance  policies,  proceeds  of,  exempt  from  tax   102 

Losses,  deductible  from  income    103,  125 

Married  persons : 

Exemption  of  $200  for  each  dependent  child   T   109 

Personal  exemption  of  $2,000  from  supplementary  war  tax  of  2  per  cent.  109 

Personal  exemption  of  $4,000  from  normal  tax  of  2  per  cent   108 

Mines  and  wells,  allowance  for  exhaustion  of  deductible,  from  income: 

Corporations    125,  128 

Individuals    104,  107 

Mortgages,  bonds,  and  deeds  of  trust,  all  interest  payments  on  must  be  . 

reported    149 

Mutual  insurance  companies,  regulations  for    126,  129 

Oath  required  for  returns    145 

Obligations  of  political  units: 
Interest  on  obligations  of  political  subdivisions  of  the  United  States  ex- 
empt from  tax   102 

Interest  on  obligations  of  U.  S.  government  issued  after  September  1, 

1917,  exempt  from  tax  only  to  extent  provided  in  Act  of  issue   102 

Organizations  and  associations  exempted  from  tax    122 

Partnerships : 

Fiscal  year,  partnerships  have  right  to  fix  their  own   112 

Members  liable  for  tax  only  in  their  individual  capacities    Ill 

Returns  of  partnerships  as  such  may  be  required   112 

Payments,  fixed  and  determinable,  in  excess  of  $800  must  be  reported  ....  148 

168 


INDEX— Continued 


PAGE 

Payments  of  interest  on  bonds,  mortgages  and  deeds  of  trust  in  whatever 

amount  must  be  reported    149 

Payments  of  tax  to  collector,  date  of                                               113,  134 

Payments  of  tax  to  collector,  forms  in  which  may  be  made              115,  138 

Penalties : 

For  divulging  information  by  income  tax  officials    139 

For  failure  to  supply  information  or  make  returns    144 

Personal  exemption,  allowed  only  to  residents  and  citizens  of  U.  S   108 

Philippines  and  Porto  Rico   139 

Preferred  stock  is  not  interest-bearing  debt    127 

Public  officials  and  employees,  salaries  of,  exempt  from  tax    102 

Receivers,  returns  to  be  made  by   132 

Release  of  taxes  withheld  under  Act  of  September  8,  1916   151 

Returns ; 

Authority  of  collector  to  make  returns  for  taxable  persons   142 

Authority  of  collector  to  revise  returns   142 

Corporation  returns: 

Basis  of  return   131 

Fiscal  year,  return  for   131 

When  filed    132 

Where  filed    132 

Who  must  sign   132 

Dividends  must  be  included  in  returns   113 

Extension  of  time  for  filing   143 

Failure  to  make,  penalty   144 

Fraudulent,  penalty    144 

Guardians  and  trustees  to  make   Ill 

Individual  returns; 

By  whom  made    110 

When  filed    110 

Where  filed    110 

Joint  fiduciaries,  returns  by   Ill 

Nonresident  aliens  must  file  to  obtain  deductions  and  credits   108 

Oath  required  for   145 

Partnership  returns: 

Made  by  individual  members   Ill 

Return  of  partnership  as  such  may  be  required   112 

Salaries  of  certain  public  officials  and  employees  exempt  from  tax   102 

Sale  of  property  acquired  before  March  1,  1913,  determination  of  profits 

from    101 

Sickness  a  reason  for  extension  of  time  for  filing  returns   143 

Specific  personal  exemption  from: 

Exemption  of  $200  for  each  dependent  child    109 

Exemptions  allowed  only  to  citizens  or  residents   108 

Normal  tax:  $3,000  for  unmarried  and  $4,000  for  married  persons   108 

Supplementary  war  income  tax,  $1,000  for  unmarried  and  $2,000  for 

married  persons   109 

"State"  defined    139 

Statistics  published  annually    145 

Stocks  and  bonds,  foreign,  dividend  or  interest  payments  must  be  dis- 
closed  149 

Stock  dividends  constitute  taxable  income    150 

Stock  dividends,  value  of    150 

Stock,  preferred,  is  not  interest-bearing  debt    127 

Supplementary  war  surtax  rates  on  individual  income  in  excess  of  $5,000.  96 

Surtax  rates  on  individual  income  in  excess  of  $20,000   96 
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Taxes  deductible  from  net  income: 

Corporations    128 

Excess  profits  taxes  assessed  for  taxable  year  are  deductible  from  net 

income  for  income  tax  purposes    149 

Income  and  war  profits  taxes  paid  during  taxable  year  are  not  deduc- 
tible   103,  128 

Individuals    103 

Tax  withheld  under  Act  of  September  8,  1916,  to  be  released   151 

Time  for  making  returns,  extension  of    143 

Trustees  and  guardians,  amount  of  exemption  granted  to    109 

Trustees  and  guardians,  requirement  of  returns  by    Ill 

Trusts  and  estates,  income  of  is  taxable   100 

Undistributed  profits  tax  on  corporations   120 

On  what  levied    121 

Profits  actually  invested  in  business  are  exempted    121 

Profits  declared  to  be  invested,  but  not  actually  so  used,  taxed  15  per 

cent    121 

Rate  10  per  cent   121 

"United  States"  defined  139 

United  States  district  courts,  jurisdiction  conferred  on    145 

Unmarried  persons,  specific  exemption  from: 

Normal  tax  of  2  per  cent.,  $3,000    108 

Supplementary  war  tax  of  2  per  cent.,  $1,000   108 

Value  of  stock  dmdends   ISO 

When  returns  mu^e  filed   110,  132 

Where  returns  must  be  filed   110,  132 

Withholding  tax  at  source: 

Foreign  corporations   133 

On  dividends    134 

On  income  from  bonds  133 

Nonresident  alien  individuals    113 

Applies  only  to  normal  tax  on   118 

Securities  containing  "tax-free"  covenant,  tax  to  be  withheld  at  source 
on  interest  accruing  to  individuals   116 
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R.  G.  Hutchins,  Jr.  Stevenson  E.  Ward 
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William  M.  St.  John  Everett  E.  Risley 
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Gaston  L.  Ghegan  R.  E.  Stack 

Auditor  Manager  Foreign  Department 
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Statement  of  Condition 

September  11,  1917 
RESOURCES 

Loans  and  Discounts      -       -       -       -  $242,940,542.18 

U.  S.  Bonds  Borrowed         -  1,480,000.00 

U.  S.  Certificates  of  Indebtedness    -       -  -  10.430,000.00 

Other  Bonds.  Securities,  etc.       -       -       -  24.504,979.28 

Banking  House   2,000,000.00 

Due  from  Banks  and  Bankers      -       -       -  1  1,999,927.78 
Cash,  Exchanges  and  due  from  Pederal  Re- 
serve Bank    72,247,424.89 

Customers*  Liability  under  Letters  of  Credit, 

Acceptances,  etc.   39,646,874.13 

Interest  Accrued   991,615.98 

$406,241,364.24 

LIABILITIES 

Capital,  Surplus  and  Undivided  Profits  -  -  $  45,864,385.99 

Deposits   317,544,135.74 

Letters  of  Credit  and  Acceptances        -  -      36,6 1  3,943. 1 8 

Unearned  Discount   1,498,899.33 

Other  Liabilities   4,720,000.00 

$406,241,364.24 


